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Introduction 


When H. Ross Perot first announced that he was planning to run for President back 
in May, many Americans seemed excited about him but at the same time 
complained that they didn’t know anything about him. Even the media viewed this 
presidential challenger as an unknown. By and large, people said they liked the idea 
of a third party candidate but were hesitant to vote for someone who was a complete 
mystery man. 


This mystery surrounding Perot seemed odd to me for the simple reason that he 
had been such a public figure over several decades, and I knew that there must be 
a paper trail of public documents a mile long on this Texas billionaire. 


For over fifteen years, I’ve been preaching how easy it is for anybody to get 
information on practically any subject from their government. So when Perot began 
to position himself for the Presidency, I figured it was the perfect time for me to put 
my money where my mouth was and test my theory. 


This was how the "Get-To-Know-Perot Fax Service" came about July 1992. I was 
going to make every document I dug up on Perot available by fax to anyone and 
accomplish two goals simultaneously. 


1) People would no longer be able to use the excuse that they didn’t 
know Perot well enough to decide whether to vote for him. 


2) I would be able to prove how anybody could get this information 
by themselves simply making a few telephone calls. 


Within a month, I was able to dredge up hundreds of pages of documents on Perot, 
his family, and his business -- everything from his birth certificate and driving record. 
I learned that Perot made his son put up collateral for money he loaned him. Public 
records reveal how much money Perot contributed to George Bush’s presidential 
campaign in 1988 and how he almost got a billion dollar contract with the US. 
Postal Service without even submitting a competitive bid. 


Everybody who heard about my Get-To-Know-Perot idea, especially the media, got 
interested in it and wanted to know the moment the fax service would be 
operational. Unfortunately within days Perot announced that he was bowing out of 
the race, which left me with all this information but no one to share it with. 


But now Perot is back. And so is all of my Get-To-Know-Perot information, except 
this time all the documents are together in one big book. Now every voter can read 
for themselves the unedited, unsanitized paper trail to make a more informed 
judgment about this man who wants to move into the White House. 


Matthew Lesko 
Information USA, Inc. 
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Perot Loans Son Money, 
But Makes Him Put Up Collateral 


Detailed listing of secured loans for Perot from Texas 
Office of Uniform Commercial Code shows all secured 
loans under Perot’s name, including one by Perot’s son. 
Source: UCC, Office of the Secretary of State, P.O. Box 
13193, Capitol Station, Austin, TX 78711; 512-475-2705. 
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CERTIFICATE REQUESTED ON THE PERSONAL NAME JUNE 122 1992 + 

PEROT H ROSS IN DALLAS TX 

le FINANCING STATEMENT NUMBER 90-00194164 FILED ON SEPTEMBER lls 1990 AT 08:00 
DEBTORS PEROT H ROSS» 12377 MERIT DRIVE SUITE 1700, DALLAS TX 75251 


SECURED PARTY: NCNB NATIONAL BANK GF NORTH CAROLINA 
17CO ROCKVILLE PIKE SUITE 455 TwWINBROOK CTR» ROCKVILLE MD 20 
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3e FINANCING STATEMENT NUMBER 91-00011752 FILED ON JANUARY 235 1991 AT 08200 AM 
DEBTOR: PEROT HR JRe 12377 MERIT DRIVE DALLAS TX 75251 
SECURED PARTYS H R PERGT, 12377 MERIT DRIVEs DALLAS TX 75251 
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Microfilm index Number: (Filing Officer's Use Onty) 


3) Nome ond Mailing Address: (De not ebbrevicte) 


H. R. Perot, Jr. 
12377 Merit Dr. 

1700 Lakeside Square 
Dallas, Texas 75251 


1 2. Secured Party(ies) Nome and Mailing Address: 


4. Assignee Nome ond Mailing Address: : 


H. R. Perot 
12377 Merit Dr. 

1700 Lakeside Square 
Dallas, Texas 75251 


5. This Financing Statement covers the following types (or items) of property. 
(WARNING: If colloteral is crops, fixtures, timber or minerals, read instructions on bock.) 


See Exhibit A attached 


Check only [x] Products of collateral ore also covered. 


if opplicoble 
[ | This Financing Statement is to be filed for record 


in the reol estate records. Number of additional sheets presented 


6. This Financing Statement is signed by the Secured Party instead of the Debtor to perfect o security interest in collateral 
[J obready subject to 0 security interest in onother isdiction when it was brought into this state, or when the debtor's location was changed to this state, or 
(C7) alrecdy whiect to a financing statement filed in onother county, or 

() which is proceeds of the original collateral described above in which a security Imerest wos perfected, or 
CC) 0310 which the filing has lopsed, or 

() ocquired ater 0 change of name, identity or corporate structure of the debtor. 


Use whichever signature line is applicable 


Signatures) of Debtor(s) ig ae 
- H, R. Perot, ue 4 —--- 
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EXHIBIT A 


(i) All of the right, title and interest, now or 
hereafter existing (the "Partnership Interest") of H. R. 
Perot, Jr. ("Debtor"), as a limited partner, in and to 
Willow Bend East, Ltd., a Texas limited partnership (the 
"Partnership"), which was formed pursuant to an Agreement 
of Limited Partnership (the "Partnership Agreement"); 


(ii) Any and all proceeds and distributions (the 
“"Proceeds") due or to become due to Debtor under the 
Partnership Agreement; and \ 


(iii) Any and all present and future accounts, 
certificates of deposit, securities, general intangibles, 
chattel paper and other proceeds arising from, or by 
virtue of, or from the disposition of, or claims against 
any other person or entities with respect to, all or any 


part of the property described in clauses (i) or (ii) 
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T. Debtor(s) Nome ond Mailing Address: (Do notabbrevicte) 

H. Ross Perot pee ee eS ae 

12377 Merit Drive 3 Microfilm indea Number: (Filing Officer's Use Only) 
Suite 1700 J 
Dallas, TX 75251 
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2. Secured Portylies) Nome ond Moiling Address: 4. Assignee Nome and Mailing Address: 
NCNB National Bank of North Carolina 
1700 Rockville Pike 

my Suite 455, Twinbrook Center 

Be2q Rockville, MD 20852 

ee] Attention: Lawrence Saunders 
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5. This Finoncing Stotement covers the following types (or items) of property. 
WARNING If colloterol is crops, fixtures, timber or minerals, read instructions on back.) 


See Exhibit A attached hereto and made a part hereof. 
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: EXHIBIT "A" 


LEGAL DESCRIPTION 


BEING a tract of land situated in th N» Harn@don,Sugvey, Abstract 
No.666 in Dallas County, Texas @nd) ee etae Dons usiness 
Park, 12th Installment, an addition to the City of Irving as recorded 


in Volume 81181, Page 2366 of the Deed Records of Dallas County, Texas 
and being more particularly described as follows: 


BEGINNING at an iron pin for corner at the intersection of the 
northeasterly line of Gateway Drive (a 78 foot right-of-way) with the 
northwesterly line of Campus Circle Drive (a 68 foot right-of-way); 


THENCE North 43 degrees 15 minutes 18 seconds west, 99.13 feet along 
the said northeasterly line of Gateway Drive to an iron pin for 
corner, said point also teing the beginning of a curve to the right 
having @ central angle of 9 degrees 58 minutes 32 seconds and a radius 
of 1965.08 feet; 


THENCE aiong said curve, and the said northeasterly line of Gateway 
Drive, 342.12 feet to the end of said curve, an iron pin for corner; 


THENCE North 53 degrees 31 minutes 49 seconds East, 628.83 feet to an 
iron pin for corner on the southwesterly line of Angus Drive (a 690 
foot right-of way) 3 


THENCE South 36 degrees 28 minutes 11 seconds East, 371.85 feet along 
the said southwesterly line of Angus Drive to an iron pin for corner 
on the said northwesterly line of Campus Circle Drive, said point also 
being in a curve to the left running in a southwesterly direction and 
having a central angle of 6 degrees G2 minutes 34 seconds a radius of 
2321.83 feet and a tangent bearing of South 52 degrees 47 minutes 24 
seconds West} 


THENCE along said curve, and the . said northwesterly line of Campus 
Circle Drive, 244.87 feet to the end of said curve an iron pin for 
corner; 4 7 


THENCE South 46 degrees 44 minutes 50 seconds West, 365.86 feet 
continuing along the said northwesterly line of Campus Circle Drive to _ 
the Point of Beginning and containing 5.700 acres (248,296 square -.: 
feet) of land, more or less.. ; Seg we - 
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FINANCING STATEMENT 


2981200233 
and Address: 5800 eeican us is Cirstes Spite. 2004 Bie BaOO AM 


Debtor's Name Tri-Steel Structures, Inc. 


Secured Party's Name H. Ross Perot 

and Address: c/o Swearingen Management Company 
4514 Cole Avenue, Suite 1402 
Dallas, Texas 75205 


This Financing Statement covers the following types (or items) of property: 


All of those assets and properties of Debtor listed below, whether now owned or 
hereafter acquired, located on the tract of real property described in Exhibit "A" hereto, 
howsoever arising or created, and whether now existing or hereafter arising, existing or 


created: 


(i) All of Debtor's Goods, Equipment, Fixtures, furniture, Inventory and 
improvements but not including inventory (the "Property"), and 


(ii) All of Debtor's property insurance maintained upon and protecting the 
Property; and 


(iii) | All products and proceeds (including, without limitation, insurance proceeds) 
of, and additions, improvements and accessions to, and books and records described or 
used in connection with, all and any of the Property, excluding proceeds used to replace 
worn out or obsolete Property, except that if Debtor disposes of any Property prior to a 
default under its Lease with the Secured Party concerning the real property described in 
Exhibit "A", then no security interest attaches to the proceeds of any such disposition. 


As used herein, Equipment, Fixtures, Goods and Inventory shall have the meanings 


respectively assigned to them in Article 9 of the Texas Uniform Commercial Code, TEX. 
BUS. & COM. CODE ANN. §9.101, et seq. (Vernon 1968, Vernon Supp. 1985), as amended. 


This Financing Statement is executed as of the date set forth below. 
Filing Office: Secretary of State of Texas 


DEBTOR: 
Tri-Steel Structures, Inc. 
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EXHIBIT A 


Debtor . Secured Party 
NCNB Nati#ondl Rank of 5 


North Carolina 


H. Ross Perot 


(a) All securities, whether in uncertificated or certificated 

form, nor or hereafter owned by the Debtor and maintained on 

deposit with NCNB Texas National Bank at its offices in Dallas, \ 
Texas in the Debtor's account known as 13093-12 


(the “Account"), and all substitutions for and replacements of 


any of the foregoing securities; 


(b) All books and records of the Debtor relating to the Account, 
and all rights, remedies and privileges pertaining to the 
securities on deposit from time to time in the Account; and 


(c) All proceeds of every kind and nature, and in whatever form 
(including both cash and non-cash) received no or in the future 
upon the sale or other disposition of the foregoing collateral, 
including, without limitation, insurance proceeds, and all cash 
Or non-cash payments or other Property attributable to the 
foregoing collateral, whether dividends, interest, or other 
proceeds or accretions of any kind. 
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THIS FINANCING STATEMENT I8 PRESENTED TO A FILING OFFICER 
FOR FILENG PURSUANT TO THE UNIFORM COMMERCIAL CODE. 


1. DEBTOR (IF PERSONAL) LAST NAHE FIRST NAME HT, 1B. SUFFIX 
Perot H. R. ors 

1C. MAILING ADDRESS : 1D. CITY, STATE 1E, ZIP CODE 

_12377 Merit Dr., 1700 Lakeside Square Dallas, Texas do2oL 

2. ADOITIONAL DEBTOR (IF PERSONAL) LAST NAME FIRST NAME M1. ee a 2B. SUFFIX 

2C. MAILING ADDRESS 20. CITY, STATE 2E. ZIP CODE 

3. SECURED PARTY (IF PERSONAL) LAST NAME FIRST NAME MI, 
Perot H. R. : 

i 


3A. MAILING ADDRESS 3B. CITY, STATE | 3¢. ZIP COOE 


12377 Merit Dr., 1700 Lakeside Square Dallas, Texas. 15251 
4. ASSIGNEE OF SECURED PARTY (IF ANY) 
SA, MAILING ADORESS 4B, CITY, STATE &C. ZIP COOE 


5. This FINANCING STATEMENT covers the following types or items of property. (If collateral {s crops, fixtures, timber or . La 
minerals, read Instruction B. 5-6 on back.) = 


See Exhibit A attached 


68 THIS FINANCING STATEMENT IS NUMBER OF ADDITIONAL 


. CHECK ONLY 6A. PRODUCTS OF : 
IF [3] COLLATERAL ARE [[] To BE FILED FOR RECORD IN SHEETS 
— APPLICABLE ALSO COVERED THE REAL ESTATE RECORDS. PRESENTED he 
7. CHECK 7A. THIS FINANCING STATEMENT IS SIGNED BY THE SECURED PARTY 
APPROPRIATE INSTEAD OF THE DEBTOR TO PERFECT A SECURITY INTEREST IN Om Oa Oh Oe Oe 
BOX COLLATERAL IN ACCORDANCE WITH INSTRUCTION B. 7 ITEM: 


. SIGNATURE(S AF THIS SPACE FOR USE OF FILING OFFICER 
DEBTOR(S SIF IL 


Haak. Perot, WU. 


—_~ Z oe = n = 

SECURED PARTY (IES A NAS my WwW Le ay 
4 H. R. PeroOt™C/ ao < 3 
a ro 7 
‘ Ed 9. Return copy to: 7 . a ze 
i 6 - OMARE Suisse tee 
ang Hughes & Luce e; z te 
ee CITY 1717 Main Street, Suite 2800 2 “ON yy 

STATE Dallas, Texas 75201 N 


[| ATTN: John D. Hutchinson 3 


STANDARD FORM — FORM UCC-1 (REV. 9/1/90) © 1990 OFFICE OF THE SECRETARY OF STATE OF TEXAS 
(1) FILING OFFICER COPY — NUMERICAL THE ODEC COMPANY. P.O BOX 5$0486, DALLAS, TEXAS 75355 
- : Coat. ‘ : 
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EXHIBIT A 


(i) All of the right, title and interest, now or 
hereafter existing (the "Partnership Interest") of H. R. 
Perot, Jr. ("Debtor"), as a limited partner, in and to LD 
Development, Ltd., a Texas limited partnership (the 
“Pavtnership"), which was formed pursuant to an Agreement 
of Limited Partnership (the "Partnership Agreement"); \ 


(ii) Any and all proceeds and distributions (the 
"Proceeds") due or to become due to Debtor under the 
Partnership Agreement; and ; 


(iii) Any and all present and future accounts, 
certificates of deposit, securities, general intangibles, 
chattel paper and other proceeds arising from, or by 
virtue of, or from the disposition of, or claims against : 
any other person or entities with respect to, all or any ¢ 
part of the property described in clauses (i) or (ii) a 
preceding. 
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Perot’s Company Sued 
For Making Jewish Employee 
Shave Off Beard 


Case summary and settlement details regarding 1983 
Equal Employment Opportunity Commission suit. Source: 
EEOC, OCLA, 1801 L Street, NW, Washington, DC 
20507; 202-663-4900. 


OFFICE: SE CASE PROFILE 
CURRENTSTATUS = R 


CASE NUMBER: C83-151 CHARGE NUMBER: 
RESPONDENT’S NAME: EDS PYPE: 
CHARGING PARTY: EEOC 
DATE OF DISCRIMINATORYACT: CHARGE FILING DATE: 
DATE SENT TO LITIGATION: 01/29/83 CASE ORIGIN: 
STATUTE(S): T BASIS(ES): Jewish ISSUE(S): D 
BASIC CODE: LITIGATIONTYPE: T C(lass) or I(ndividual): I 
CASE ATTORNEY: SCHAPIRAC. > => gaa fainn DATE: ASSIGNED: STA 
DEFENDANT’S ATTORNEY: PHONE: 
NAME OF FIRM: 
ADDRESS1: ADDRESS2: 
NAME OF FIRM: PHONE: 
ADDRESS1: ADDRESS?: 
COURT FILING DATE: 02/07/83 DISTRICT COURT: WDWA- JURY REQUESTED: 
JUDGE: ESTIMATED VALUE OF RELIEF: 
RESOLUTION CODE: 55 DATE OF RESOLUTION: 10/14/83 ACCRUED EXPENSES: 


BACKPAY AMOUNT: $699.38 PERSONS BENEFITED: 8 


12 


193 4-83 28,951 


Cases Cited "31 EPO 1...." 
EEOC v. Electronic Data Systems 


[133,432] Equal Employment Opportunity commission, Plaintiff v. Electronic Data Systems, Defendant. 
United States District Court, Western District of Washington, at Seattle. Civil Action No. C83-151C.February 14, 1983. 
Title VII--Civil Rights Act of 1964 
Dress Codes--Facial Hair Ban--Preliminary Injunction.--A Jewish employee made a strong showing that he was likely to succeed on the 
merits of a religious bias claim challenging his discharge for refusing to shave a beard that he claimed his religion compelled him to wear. A 
preliminary injunction was issued directing the claimant’s reinstatement pending a determination on the merits of his claim. The employee 
demonstrated that he had a bona fide belief that shaving his beard would be contrary to his faith, and that the employer did not make reasonable 


efforts to accommodate that belief. The possibility of irreparable harm to the claimant’s career as a computer programmer without injunctive 


relief was shown. There was no support for the employer’s contention that the injunction violated the constitutional ban on establishment of 
religion. 


Back reference.—1431.35. 


Michael Reim, Sheila McKinnon, Carol Schapira and Lutecia Gonzalez-Quintanilla, Equal Employment Opportunity Commission, Seattle, 
Washington, for Plaintiff. 


Michael E. Cavanaugh (Preston, Thorgrimson, Ellis and Holman), Seattle, Washington, for Defendant 
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Employment Practices Decision 


193 4-82 


EEOC v. Electronic Data Systems 


COURGHEHOUR, D_J.: This matter came on for hearing on 
February 8, 1983, upon the application of plaintiff for a Temporary 
Restraining Order compelling defendant to re-employ Reginald 
Dallaire. The Court denied the Temporary Restraining Order and 
scheduled the hearing on plaintiffs motion for preliminary 
injunction for February 1, 1983. At the hearing on the motion for 
preliminary injunction, the Court heard arguments of counsel and 
oral testimony, and received affidavits. 


Dallaire had been employed by defendant as a computer 
programmer. He is a converted Jew, and believes that his religion 
compels him to wear a beard. Defendant’s corporate policy dues 
not permit the wearing of a beard. The evidence is undisputed that 
on February 1, 1983, Dallaire was terminated by defendant for the 
sole reason that he would not shave his beard. Defendant’s 
witnesses also testified that, prior to termination, Dallaire was told 
that unless he shaved his beard he would not be permitted to 
appear in front of upper management and could not be promoted. 
Defendant’s witnesses also testified that they did not dispute the 
sincerity of Dallaire’s religious convictions, but did question 
whether Judaism required Dallaire to wear a beard. 


Unlike many employment disputes where the issues are clouded 
by charges of poor employee performance, the evidence in this 
matter is clear that Dallaire was terminated for no reason other 
than his refusal to shave his beard. There was not the slightest hint 
of any other reason for the termination. 


Nor is this a case of an employee who engages in a newly-created, 


- imaginative form of religion. It was uncontroverted that Dallaire 


14 


is a converted Jew. He is married to a Jew; was married in a 
Jewish Temple; and underwent six months of study with the help 
of a Rabbi before his conversion was completed five years ago. 


Dallaire testified that he believes that his religion compels him to 
wear a beard, and that this is part of his covenant with his God. 
There was persuasive testimony from a learned and prominent 
Rabbi, Charles Kornfeld, that many leaders of the Jewish faith 
consider it improper to shave the beard, and that this belief is not 
limited to members of any one branch of Judaism. 


The Court finds that plaintiff has made a strong showing of 
likelihood of success on the merits. Plaintiff has demonstrated that 
Mr. Dallaire has a bona fide belief that shaving his beard would be 


contrary to his religious faith. He informed his employer of this 
belief and was discharged for refusing to shave. 


Plaintiff having established a prima facie case, the burden was on 
the defendant to come forward with evidence that it attempted to 
make reasonable accommodations for Mr. Dallaire’s belief, or that 
accomodation would impose an undue hardship on its business. 
Defendant has made no such showing. Indeed, the testimony was 
that defendant accommodates beards worn by employees who are 
members of other religions, such as Sikha, but it made no effort to 
accommodate Dallaire. 


The Court also finds that absent injunctive relief, there is a 
possibility of irreparable injury. While the Court is mindful of the 
case law to the effect that reinstatement and back pay are adequate 
remedies in employment cases, this case presents unique factual 
circumstances. _ Plaintiff contends that Dallaire’s field of 
employment, computer programming, is a highly technical and 
rapidly changing science; and that a substantial delay in 
reinstatement could result in the erosion of his job skills. 
Defendant contests that assertions, saying that Dallaire’s field of 
employment is not rapidly changing. 


The Court concludes that plaintiff has made a sufficient showing 
of the possibility of irreparable harm to justify preliminary relief. 
The Court also concludes that plaintiff has made a showing of 
probable success on the merits; that the balance of hardships is 
tipped sharply in plaintiff;s favor; and that the remedy at law is 
inadequate. 


The Court rejects defendant’s assertion that it might suffer 
irreparable harm because Dallaire, being a litigant against 
defendant, poses a security risk. Surely a citizen of the United 
States who invokes the protection of the law does not thereby 
become a security risk. 


Lastly, the Court has considered defendant’s contention that 
injunctive relief in this case would run afoul of the Constitutional 
prohibition of establishment of religion. Applying the reasoning of 
the Ninth Circuit Court of Appeals in Tooley v. Martin-Marietta 
Corp, [26 EPD 431,907] 648 F.2d 1239 (9th Cir. 1981), the Court 
concludes that, under the facts and circumstances of this case, 
injunctive relief enforcing the statutory prohibition of religious 
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discrimination in employment does not violate the Establishment 
Clause of the Constitution. 
Preliminary Injunction 
Therefore, it is hereby ordered that. 


(1) Defendant shall immediately reinstate Reginald Dellaire to his 
position as Program Analyst pending a final determination on the 
merits; 


(2) defendant, its officers, agents, and employees, and all those in 
active concert or participation with them are preliminarily enjoined 


Employment Practices 


28,953 


from terminating Reginald Dallaire from his employment or 
otherwise discriminating against him with respect to his 
compensation, terms, conditions or privileges of employment 
because of his religion, pending a final determination on the merits. 


It is further ordered that pursuant to Fed. R. Civ P.66(c), the 
posting of security is not required. 


4 33,433 
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Postal Service Cancels 
Billion Dollar Contract 
With Perot 


Government report by General Accounting Office on 
unjustified procurement practices on Perot’s contract bid. 
Source: General Accounting Office, Publications Office, 
441 G Street, NW, Washington, DC 20548; 202-275-6241. 


United States General Accounting Office \ 
Testimony 
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On Delivery 
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Tne Postal Service's 
Sole-Source Contract 


with Perot Systems COPporecron 


f 
Statement of i 
Milton J. Socolar, Special Assistant to the 


Comptroller General of the United States 


Before the 

Subcommittee on Federal Serviiees;, Post Office; 
and Civil’ Service, and 

Subcommittee on Cversight of Government 
Management 

Committee on Governmental Affairs 

United States Senate 
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POSTAL SERVICE CONTRACT WITH PEROT SYSTEMS CORPORATION 
SUMMARY OF STATEMENT By 
MIDTON «J. SOCOLAR 
SPECIAL ASSISTANT TO Boba COMPT ROLLER GENERAL 
UNITED STATES GENERAL ACCOUNTING OFFICE 


On May 27, i988, following about 3 months of discussions ang 
negotiations, the Postal Service Signed a sole~source contract 
with Perot Systems Corporation to devise and implement efficiency 
improvements in Pestal telecommunications, delivery Services, 
revenue protection, transportation, and mail transnortation 


As authorized by the Postal Reorganization ACt, ‘postal 
procurement regulations differ Significantly from standards that 
govern other federa} agencies. However, both encourage 
competition ang neither Prohibits Sole-source contracts that are 
Property justified tana approved. The concept of shared Savings 
is also Compatible wit: i 


GAO found that the Postal Service Sought to comply with the 
requirements of its new procurement manual in @warding ,the Perct 
contract. Nonetheless, the contract is loosely written in key 
Particulars ang does not adequately Protect the interests Gf the 
Postal Service, its ratepayers, and the JOVErNMEenty GAO's 
Principal concerns fall in four areas: 


T= The contract gives Perot Systems Ownership of ne ideas 
embedied in Projects it will Propose and reserves ‘to Perot for 


2 years the right to implement any portion of each Proposed 
Project. 


=~ tne Contract Provides for the Sharing of Savings but Specifies 
nO ceiling on Perot.'’s Proportional snare. The extent of 
SMAELAG is 6 be determined through Project =by=project 
negotiation with ReLOtmn mare strong Dargaining Position. 


=-* the Contrace, contrary to standard government Practice, limits 
the ability of the Postal Service to terminate for. Convenience 
and provides no SOS* dW imite! “In he event the Postal Service 
Goes termina=e tS= convenience, jerot is entitleg tO. 50 
Percent of its share Of savings for the remaining cLerm of the 
LC=vecz Co“cracc. 


= laos, cantract was awarded on @ ‘SOle-source basis Without: ' 
adequate Justification. 
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Chairman Prvor, Chairman Levin, ang Members of the Subcommittees: 


We are pleased to be here today to assist the Senate in Los 
inquiry into the Postal Service's award of a sole-source 
contract to Perot Systems Corporation on May 27, 1988. My 
testimony covers the foliowing areas wrich we agreed te address 
in response to your request and the sense of the Senate 


resolution adopted on June 22: 
~~ How the contract came about; 


~- Whether the Postal Service complied with its own procurement 


reguiations, Particularly those which govern competition in 


contracting, in awarding the contract to Perot Systems; 


—- Whether unique features of the contract adequately protect the 
interests of ratepayers, the Postal Service, and the 


government in general; 


-- Precedents for the shared savings concept in the contract thet 
allows Perot Systems to share in the savings from PEcjeccs Gt 


Proposes and -implements. 


We reviewed the ccntract files and other documents relating to 
tne contract and we interviewed Mr. Perot and responsible Postal 


Service officials including the Postmaster General; the 
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Assistant Postmaster Genera] for Procurement and Supply: and the 
Contracting Officer, who is alss the Director of the Office of 


Procurement. 


Since completion of our review, the General Services 
Administration Board of Contract Appeals {GSBCA) has issued a 
cecision holding that the contract hetween the Postal Service and 
Perot Systems is void. The Principal ground for the Board's 
decision is that the. Postal. Service, insofar as it engages in 
automatic data Processing equipment contracts, is covered by the 
Brooks Act. Therefore, the Board ruled that, under the Brooks 
Act, the Service is subject to the jurisdiction of GSBCA jang 
thétpein awarding the contract, the Posta] Service eee tee 
Setisfy several of the Brooks Act's requirements. ‘The Board also 


found that Postal Service had not followed all applicable 


Provisions of its Own procurement manual. 


The Postal Service Strongly disagrees with GSBCA's view of the 
epplicability of the Brooxs AST, maintaining that all Postai 

Service contracts are subject only to the provisions Of its own 
Procurement manual. Our work was conducted on the basis of the 
rostal Service's View <uat its own Tules govern its contracting 


\ 


authority. 
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BACKGROUND on TEE CONTRACT 


WITH PEROT SYSTEMS CORPORATION 


Soon after his selection, Postmaster General Frank Was told by a 
member of the Postal Service Board of Governors (Mr. Setrakian) 
that H. Ross Perot might be interested in helping him improve the 


Postal Service. Mr. Perot hag been one of tne people contacted 


Postmaster General. In response to this Suggestion, Mr. Prank 


Visited mr. Perot in Dallas anq invited him to acdress the Postal 


March 7, 1988. During the meeting Mr. Perot shared his * 


+ 
a 


management and leadership Philosophies and expressed an interest 
in tne Challenges faced by the Postal Service. Following the 
Ginner meeting Mr. Frank arranged for mr. Perot to tour Several 


POStal facilities in the Dallas area on March 17-18, 1988. 


30th Mr. Frank and Mr. Perot remained interested in reaching an 
agreement and in late March and early April 1988 Senior postal 
officials internally discussed the Pros and cons of contracting 
with Perot Systems Corporation and, if so, wnat areas should be 
inclided in the contract. On April 25, 1988, the Senior 
Management Counci] made the decision to continue discussions with 


Mr. Perot. 
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A Postal Service negotiation team composed of senior officials 
representing the Management Information and Research Technology 
Group, Office of General Counsel, Office of Procurement, and the 
Special Assistant to the Deputy Dae taetes General, traveled to 
Dallas to meet with Mr. Perot. The first meeting took place on 
the evening of April 28, 1938, ana intermittent negotiations 


continued with Mr. Perot and his attorneys through May 25, 1988. 


On that date, Postmaster General Frank met with the negotiation 
team to discuss the status of the negotiations. Following a 
discussion of the pros and cons of the proposed agreement, he 


¢ 


made a decision to proceed with the contract. tie 
On May 26, 1988, final contract language was agreed to, the 
Director of the Office of Procurement prepared a recommendation 
tO award the contract, and a noncompetitive award was approved by 
the Assistant Postmaster General for Procurement and Supply, 

Mr. John Davin. Mr. Davinic approval .roinked out that because of 
the unusual nature of the study and implementation phases covered 
by the contract, the woulda require a "full business review" before 
maxing a decision to proceed beyond «he Study phase with any 


PrOjcce: 


The contract, which is dated May 26, 1988, was Signed by the 
Contracting Officer (Mr. Scrange) and was accepted by Mr. Perot 


for Perot Systems Corporation on May 27, 1988. 
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The agreement is a two-phase contract with an initial study 


period expected to last 90 days. During the initial phase Perot 


Systems will study five major Postal Service functions for ways 


to increase efficiency and cut costs. The functional areas are 


transpcrtation, telecommunications, delivery services, revenue 


protection, and mail transportation equipment. Upon completion 


of each study Perot Systems Corporation is required to submit a 


report, including among other things: 


| 


Or management services, (s 


he 


a statement of work for Perot Systems Corporation operational 


/ 


2 
as 


an implementation plan and schedule for each: project, 


a description of current Postai Service base costs for each 


Operation, and 


a proposal for computing and sharing the savings resutting 


from operational improvements. 


Postal Sesvice wiil chen decide whether to proceed with any 


Study prcposal into implementation. Eech implementation project 


will be separately negotiated ana approved. 
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wnen the Postal Reorganization Act was Passed in 1970, the 

Postal Service was exempted from contracting laws applicable to 
federai agencies. ‘The sé€rviv-e then issued its Own procurement 
reguiations and has issued a second procurement manual which 
became effective on June 1, 1988. Because the contract was not 
EC SSL aT ee ouc ii wane 86751 Og eminens Assistant Postmaster General for 
Procurement and Supply approved application of the new manual 


notwithstanding that the contract was signed in May. 


~ 


a 
Cad 


we found that the Postal Service sought to comply with the 
requirements of its new procurement manual in awarding the Perot 
Systems contract. The new manual departs Significancly from 
Standards that govern procurenent Dy other ‘federaj agencies. J&e 
adopts what the Postal Service considers are the best features 
=<rOm private and Public procurement Dractices. It estesivehce “= 
general policy of “adequate competition from gqualifiea sources" 
in contrast to the federal policy of “full and open" competition. 
Both the new postal manual ana federal Procurement regulations 
permit noncompetitive contract awards when Properly justified ang 
epproved. Finally, apart from their specific content, the postal 
manual is a more directory document in its application in 
contrast to the Mandatory structure of federal Procurement 


regulations. & . 
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The contract Gives the Posta) Service the Eight to @pprove or > 
reject Projects that are Proposed by Perot Systems Corporation. 
However, the contract establishes a> “mutual expectation" that 
each projec: wil] be approved unless the Postal Service 
reasonaDly ceternines that implementation would be contrary to 


its business opjectives and DOlicies. 


Tne. COntrac= 4@iso provides that the Postal Service wil] NOt, 
without prior eDPproval of Perot Systems, implement any project or 
portion thereof independently ac any time prior to the fLith 

: 
anniversary of the effective date of the contract. If a préject 
is implemented after the fifth anniversary, Perot Systems is 


entitled to compete for the CONCESCt tO the sane extent as any 


Otner Oe cy. 


The contrac: does not specify what is to happen in the event the 
Postal Service Glisapproves or delays the implementation ofa 

pe ea Pe oyecc. While the Postal Service has the right to 
Beject Projects under the contract, Perot Systems also has rights 
to Projects it proposes. AS we :1ead the contract. the EOStE | 
Service May not, without Perot Systems approval, implement any 
Project or Portion of a Project Proposed by Perot Systems but not 


approved by the Postal Service. The Postal Service asserts that 


the 5-year exclusive rights Provision was intended to apply only 
@, “& 
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These contract ambiguities are 2NVitcati ons or precracted 


zitigation, with the potential effece <¢ sndermining the Posta} 
Bervice’s ability co inscitoce m@esces cost efficien= <si5rac. 


Lack of e@ Ceiling or pert is 


eee 


Share of Savings 
ee 


The contract calls for the feoOstal S2rvice: and Pers SYSTENS =5 


share the Savings resulting from PLO FECES. CesSinnins Secenbder au, 
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1389. This Gate Was selected because Mr. Perot's agreement with 


General Motors Prohibits him from for-profit enterprises until 
then. However, the contract does not contain limits on how large 
@ share either Party would receive, During negotiations, Perot 
Systems argued Strongly for a 50-50 Split in the contract, but 
Postal negotiators felt that proportion might result in 
inordinate Profits for Perot. The respective shares on a 
percentage basis are NOW required to be agrecd upon project—py- 


Project prior to commencing each Project. 


Lack of an advance agreement on how the Savings will be shared 
has contributea tO speculation that Perot Systems could make 
very “IlGhaprofits on this contract. The contract Places Perot 
/ : 
Systems in a very stronc bargaining Position by forbidding 
Postal Service implementation Of the Projects independent of 


Perot and by establishing a "mutual expectation" that reasonable 


Projects will be approved. 


Limited Ability of the Posta] Service 
to Terminate BOG Convenience 


Both Postal Service ang other gcvernment contracts generally 
allow federa) agencies to terminate for COnVesience Hecnoue 
liability for breach of contract damages any time a contracting 
Officer ceternines Sort inuari on of the contract is not eg 


best interest Cc fhe government. They also establish a limit on 


= 


ya 
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cost to the government. The Perot Systems contract contains no 
cost limit provision. Further, it Prohibits the Postal Service 
=rom terminating for convenience during the period beyond the 90- 
Say study pnase until 2 years after the effective date of 
contract award. A sep2rate egreement between Mr. Perot and the 
Postal Service permits the Service to terminate the contract 


Suring the study chase if the contracting officer determines that 


continuation -: not in the best interest of the Postal Service. 
Tne modified rination for convenience clause, which applies 
aiter Lie®ii*!*'o0\days,) entities Perot Systems to 50 percent of 


tne share of savings that would have been paid had the contract 
nct been terminated prior to the end of its intended 10-year 


life. 


7 


2 
Dad 


According tO * postal officialsntne termination for convenience 
clause was modified becaties Mr. Perot wanted to be guaranteed tne 
orportunity to implement his ideas and because Perot Systems, 
Pursuant to Mr. Perot's prior agreement with General Motors, 
could maxe no profits for 18 months. Termination witnin that 
period would have allowed Perot Systems no profits for its work. 
Tne failure to use the standard termination for convenience 
ciause in itself may have presented only a limited risk te Tes 
failure, however, coupled with the guarantee to Perot Systems of 
20 percent of its projected Savings share for the remaining years 
Oz the contract “if “the -Postal Service should terminate at some 


point, is cause for concern. 


eZ 
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Adeavacy of the Sole-Source Justification 


The Postal Service Prepared a formal sole-source justification 
tuet was approved by the appropriate postal Officials. putewe 
found the JUSISLEI cation Unconvincing ang that At did no« comply 


with applicable Postal Service requirements. 


H. Ross Perot for this effort but fails to esta lish that he is 
the only one who Cen perform the required work and fails to 
consider the Welifications of others. ft expounds on his 
Sskilisc, image, past track record, ana On Ais decisiveness and 
innovativeness. Wnile the Justification emphasizes Mr. Perot Ss 
personal qualities, the contrac: does not require any commitment 


Of hi ssrtd mes 


The” Postal Service has authority to Geviate fron any of its 


manual provisions, including those having to do with competitive 


and noncompetitive contrect awards, even, apperently. after award 


Of a contract -is challenged. See Morgan Associates y,., United 


States Postal] Service, 511 B20) 1293 (2d) Cir. TODS ee ry the 
inet vice 


Perc: contract, the Postal S€rvice diz moc seek to deviate, put 
in our view, ies attempt to justify the SOle-source award plainly 


failed. 


I~ 
Go: 
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SHARED SAVINGS CONCEPT 
CEPT. 


You also askeg us whether there are precedents in federal 


contracting for the shared Savings method of compensation 


embodied in the Perot Systems contract. 


contracting. Value engineering, for example, provides tor the 


Sharing of Savings resulting from engineering change Proposals 


less than a Set target would be another example. 


Yet anotner example where the shared Savings concept is being 
applied is in the area of energy Savings. The Postal Service 
awarded the federa] government's first shared energy savings 


contract in December of last year. This contract isa lighting 


energy-efficient Dallasts, retlectors anc -nep lamps. The Postal 
Service expects its share of Savings tc be about $600, 000 during 
the 7 years of this contract. While this contzact is an example 


of sharing sevings, we do not believe it is Similar to the Perot 
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fOr (the project 0114 contrast, the Perot Systems contract was a 


noncompetitive award and Provides for reimbursement of all 


approves costs. 


We identified 13 other snared federal enersy savings initiatives 
under consideration Dy several federa] agencies, including the 
General Services Administration, and the Departments of Energy, 
Defense, and Housing and Urban Development. While these projects 


are in varying stages, none has yet been put under contract. 


That concludes my Statement. _wWe will be pleased to respond to.. 


any questions. 


i. 
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Government Investigation 
Into Contracting Practices By 
Electronic Data Systems (EDS) 


Detailed summaries from General Accounting Office of 
government investigations involving alleged unethical 
conduct by EDS in securing government contracts between 
1980 and 1984. Source: GAO, Publications Office, 441 
G Street, NW, Washington, DC 20548; 202-275-6241. 
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GAG DIVISION/OFF ICE: 
Information Management and Technoicgyu Divisien 
SUBJECT TERMS: 
Government precurement, Procurement prectices,Computer services 
contracts: Defective specifications, ADP procurement. Sustems analysis, 
Computer equipment centracts, Contract administratian, Computerized 
information systems, Automated sustems 
QRGANIZATION CONCERNED: 
Department of Health and Human Services 
National Institutes ef Health 
International Business Machines Corp. 
Amdahi Corp. 
Electronic Data Sustems Corp. 
LAW AUTHORITY: 
Federal Managers’ Financial Integrity Act of 1782 
F.IL.R.M.R. 2Oi-ié. 002 
F.I.R.M.R. 201-30. 007 
fio ee MR ee Ole i Ot 
Paden Ro es sul 
Pursuant to a congressiagnal request, GAG reviewed how effectively the 
National Institutes of Health (NIH) managed the acquisition process leading 
ta its 1988 contract for @ major computer sustem. 
FINDINGS: 
SAQ found that: (1) the NIH information resources management (IRM) 
organization, which was established to cversee and coordinate IRM 
functions, did net assert leadership or exercise its authority over the 
acquisition; (2) since the IRM Council did not address this major computer 
contract in its strategic plans, the computer center adopted an acquisition 
approach that did nat consider whether the contract would meet its 
scientists’ changing needs; (3) the NIH computer center did not collect and 
analuze data to identify scientific users’ needs; (4) after NIH awarded the 
contract, two of its committees independently determined that the ceantract 
did not effectively meet the NIH scientific community’s needs; (5) NIH 
overestimated the capacity requirements far the cantract, and consequently 
NIH acquired more computer capacity than it needed and upgraded its already 
underutilized computers: {6} NIH has wasted over $14 million in equipment 
leasing costs on the computers; (7) NIH teok such steps tea promcte 
competition for the computer contract as soliciting industry. comments on 
its draft solicitation, affering up to $1 million te offerors who 
successfuily completed a required benchmark: and extending its bid 
acceptance period specificaily at the request of a potential bidder; ane 
(8) despite those efforts, NIH was unsuccessful in attracting mare than one 
vendor. : 
RECOMMENDATIONS TO AGENCIES 
The Secretary cf Health and Human Services should require the Director, 
NIH, ta improve NIH computer operations by implementing a capacity 
management program that includes frequent analysis and medeliing of 
ell computers in the camputer system using histeric and pre yected 
data. Until an effective program is implemented, the Director, NIH 
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shauld report the lack of effective capacitu management as 4a material 
weakness under the Federal Managers’ Financial Integrity Act. 

Secretary of Health and Human Services should require the Director, 
NIH, tc use the capacity management program to identify and eliminate 
excess capacity and unnecessary equipment. The assessment should alse 
determine if the current approach of dedicating a full-sized computer 
to backup: testing, development is necessary. At & minimum, 
adzustments sheauld include the elimination cf ane of the cantractor’s 
3090 camputers from the the NIH sustem: in addition to the camputer 
NIH eliminated in July 1991. 

Secretary @f Health and Human Services shavid require the Director, 
NIH; to determine whether the total system approach is necessary to 
meet actual NIH needs in future acquisitions. This determination 
sheuid be based on analysis that weighs the advantage of facilitating 
computer center manscement against the disadvantage of limiting 
competition. 

Secretary of Heaith and Human Services should require the Director: 
NIH; toa require the NIH senior IRM cfficiai to take the lead rele in 
future mayer sustem acquisitions bu initiating activities which 
include developing a strategic plan that addresses the role of 
information technology in suppaerting the NIH missien of conducting 
biomedical research. This strateau shovid include identifying and 
addressing changes in scientific camputing. Alsa, it should address 
how the NIH systems sheuld be configured ta most effectively 
complement each other in meeting diverse NIH automation needs. 

Secretary of Health and Human Services shauld require the Director, 
NIH, te require the NIH senior IRM official to take the lead role in 
future major sustem acquisitions by initiating activities which 
include ensuring that future acquisiticns adequately support the NIH 
mission. As part of this effart. NIH should solicit data on 
scientists’ needs in identifying the requirements that form the basis 
for contract specificatians. 
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aS CRequest for Reconsideration of Dismissed Protest of Forest Service 
Rejection of Bid for Surveying Software) 
ACCESSION NUMBER: i238016 BNUMBER: B-233608. 2 
DOCUMENT DATE: 02/22/89 DOCUMENT TYPE: Decision 


DOCUMENT CLASS: P,vV 

SAG DIVISIOGN/OFF ICE: 
Gffice of the Generai Counsel 

SUBJECT TERMS: 
Untimely bid-protests, Subcentractors, Competitive procurement, 
Interested protesters, Computer equipment contracts, Bid protests 
reconsiderations, Delivery terms, Bid rejection protests, Defective 
specifications, Specifications protests 

ORGANIZATION CONCERNED: 
Forest Service 
Electranic Data Systems Carp. 
E&S Computer Systems, Inc. 


LAW AUTHORITY: 


Competition in Cantracting Act of 1984 
Bie Ueowee “ouws va? 
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4 C.F.R. 21.3(m) 
B-231366 (1988) 
B-2£231669.3 (1988) 
B-233608 (19588) 


BACK GROUND: 


A firm requested reconsideration af its dismissed protest against a Forest 
Service solicitation for surveying software. GAG had held that the 
protester untimely filed after bid cpening its protest regarding alieged 
salicitation improprieties. In its request for reconsideration, the 
protester contended that: (1) a prime contractor timely filed an 
agencu-level protest, centending that the Forest Service improperly failed 
to procure the requirement through it and the protester, its subcentractor; 
and (2) the Forest Service improperly preciuded it from modifying its bid’s 
delivery terms, since the delivery terms conflicted with the terms under 
the existing contract. GAG heid that the: (1) prime contractor did not file 
8 protest against the solicitation: (2) protester was mot sufficientiy 
interested to challenge the Farest Service’s obligations ta the prime 
contractor: and (3) protester untimely filed its allegations regarding the 
delivery terms. Accordingly,» the dismissal was affirmed. 
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eile [The Development and Award cf the Social Security Administration’s 


Systems Engineering and Integration Contracti 
ACCESSION NUMBER: 134362 RPTNG: T-OGC-as-1 
DOCUMENT DATE: 11/05/87 DOCUMENT TYPE: Testimony 
DOCUMENT CLASS: FP, UV 
GAQ DIVISION/OGFFICE: 
Office of the Generai Counsel 
SUBJECT TERMS: 
Ethicai conduct, Irrequiar procurement practices, Contractor persannel, 
Procurement reguilatien, Unfair competition, Gifts ar gratuities, Computer 
equipment contracts, Competitiaon limitation, Centracting procedures 
IDENTIFIERS: 
SSA Systems Engineering and Integration System 
SSA Sustems Modernization Plan 
Secial Security Pregram 
ORGANIZATION CONCERNED: 
Secial Security Administraticn 
Deloitte Haskins & Selis 
Electronic Data Systems Corp. 
LAW AUTHORITY: 
48 UsAS2C. S201 


BACKGROUND: 


SAG discussed the Sociai Security Administration’s (SSA) development and 
award of its Systems Engineering and Integration system to two firms. GAG 
found that. prior to award, SSA cfficiais: (1) improperly provided the 
awardees with procurement information concerning competitors ’ bids; ‘2) 
accepted various gratuities from the awardees in the form of restaurant 
meais: (3) allowed the awardees ta occupy offices in the SSA byilding and 
te participate in the developmental stages of the System Modernization 
Plan; and (4) hosted a presentation by one af the swardees regarding what 
rele the awardee sheuld play in the sustem’s development. 
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ACCESSIGN NUMBER: 131113 DOCUMENT DATE: 09/25/86 
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GAQ DIVISIGN/GFF ICE: 
Office cf the Comptreolier General 

SUBJECT TERMS: 
Army procurement. ADP procurement, Irregular procurement practices, 
Conflict cf interest, Statutory law, Bid errers,Bias in contract awards, 


Benchmark testing, Gifts or gratuities, Contract termination 
IDENTIFIERS: 


Armu/GPO Preyect 600-S 
ORGANIZATION CONCERNED: 
Flectronic Data Systems Corp. 
Department of the Army 
Government Printing Office 
LAW AUTHORITY: 
Legislative Branch Appropriation Act: 1977 
PL. 93-440 
Legislative Branch Appropriatian Act, 1978 
Automatic Data Processing Equipment Act 


BACK GROUND: 


GAG discussed its investigation of a procurement that the Army and the 
Government Printing Office (SPQ) conducted for electronic publishing 
services. GAO neted that: ‘1) GPO terminated the awarded contract due to an 
unspecified technical error in the procurement process: (2) GPO and the 
Army did not conduct the procurement in accordance with the Automatic Data 
Processing Equipment Act. which required them to obtain & delegation of 
procurement authority frem the General Services Administration: (3) the 
Army allowed the awardee ta test some of its equipment prior to its 
benchmark test, which gave it more time to complete the benchmark than any 
other bidder; (4) the Army eliminated a benchmark requirement that the 
awardee wes unable to meet; (5) an Army official changed the benchmark 
evaluation scores» to the awardee’s benefit; (6) an Army member of the 
technical evaluation team was attempting to obtain a job with the awardee’s 
parent company; (7) government evaivation personnel accepted refreshments 
from prospective contractors; and (8) SPO improperiu allowed the awardee te 
reduce its bid price on two occasicns. 


ran ae oe ADP Acquisitions: Immigration and Naturalization Service Should 


Terminate Its Centract and Recompete 
ACCESSION NUMBER: 129465 RPTNG: IMTEC-86-5 
- BNUMBER: B-220280 DOCUMENT DATE: 03/20/86 
DGCUMENT TYPE: Letter Repart DOCUMENT CLASS: P,.U 
GAG DIVISION/OFF ICE: 
information Management and Technology Division 
SUBJECT TERMS: 
ADP, Computer equipment contracts, Computer equipment management, 
Procurement policies, Procedures or practices evaivation, Procurement 
procedures, Cast analysis, Irregular procurement practices,Cast contral: 
Internal centrois 


GORGANIZATIGN CONCERNED: 


Department of Justice: Immigration and Naturalization Service 
Department of Justice 
International Business Machines Corp. 
Electronic Data Systems Corp. 
LAW AUTHORITY: 
Automatic Data Processing Equipment Act 
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Pel ees Soe 
Fecersi Managers’ Financial Integrity Act of 19782 
flO ROM. Ry 2BOl—30 5007 
H.R. 2965 (99th Cong. ) 

BACKGROUND: 

GAO reviewed the Immigration and Naturalization Service’s ¢‘INS) management 
of automatic data processing (ADP) to evaluate its ongeing, 
multimillion-dollar computer sustems acquisiticn. 

FINDINGS: 

GAO found that INS: (1) violated procurement regulations by conducting 
additional negotiations with the proposed awardee in late-night meetings.\ 
which resulted in the awardee reducing its best and final offer: (2) 
favorably evaluated the proposed awardee ’s offer af a decentralized system, 
while it downgraded the other cfferer’s proposal for the centralized system 
it had specifically stated that it required; (3) evalusted equipment price 
offers an the basis of lease-with-option—-to-purchase, then awarded the 
contract on an instaliment-purchase basis, even though the cther comparable 
offer was at ieast $1.8 million lower: and (4) viclated the terms of its 
delegation af procurement authority bu accepting changes in the size and 
configuration of the system that increased contract casts tao ever $1it 
Million more than authorized. Although the other firm eventually negotiated 
an cut-cf-court settlement to perform the caentract, it installed the 
original company’s prapesed equipment under the same terms and costs as the 
original contract. INS modified the contract to incorporate the new 
awardee’s fees, which resulted in prices exceeding both the originally 
awarded and published list prices. The payment of higher-than-list prices 
contrasted with both commerciai and federai practices. Aithcugh it was 
urged te cease ardering equipment against the current contract and 
recompete its computer needs, INS renewed its agreement for fiscal year 
{FY} 1986. GAG believes that the continuation of the contract and the 
absence of documented computer needs is 8 material control weakness. 

RECGMMENDATIONS TG CONGRESS 

To ensure that INS makes no further unwise expenditures for automation, 
Congress should make the INS FY 1987 appropriation for computer 
acquisitions contingent an implementation cf recommendations to the 
Attorney General. 

RECQMMENDATIONS TO AGENCIES 

To ensure that vaiid INS computer needs sre met expeditiously, but at the 
lowest reasonable cest ta the government: the Attorney General should 
direct the Commissioner, INS, to reassess, justify, and document 
current and proyected INS ADP requirements and translate those 
Tequirements into a long-range, documented strategu. The reassessment 
sheuld result ina clarification of INS equipment needs. 

Te ensure that valid INS computer needs are met expeditiously. but at the 
lowest cost to the government. the Attorney General shéuid direct the 
Commissioner, INS, to competitively procure the automation needs 
cutlined by this strategy and terminate its contract with the current 
contractor, inciuding that equipment currentiy under iease. 

Ts ensure that valid INS computer needs sre met expeditiously, hut at the 
lowest Teasonabie cast te the government, the Attorney General should 
direct the Commissioner, INS, to report ADP procurement as a material 
control weakness under the Federal Managers’ Financial Integrity Act 
CFMFIA). 
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ACCESSION NUMBER: 128889 RPING: IMTEC-S6-3 
BNUMBER: B-218821 DOCUMENT DATE: 01/17/86 
DOCUMENT TYPE: Letter Report DOCUMENT CLASS: P.U 


GAQ DIVISION/GFFICE: 

Information Management and Technolegy Division 
SUBJECT TERMS: 

Computerized informatian syustems:Medical informatian sustems, Contract 

administration, Procurement practices,Computer software, Competition, 

Proprietary data,Canflict of interest: Logistics 
IDENTIFIERS: 

DOD Composite Health Care System 

DOD Tri-Service Medical Information Sustem 

DOD Tri-Service Foed Sustem 

DOD Tri-Service Logistics System 

DOD Autemated Quality ef Care Evaluation Support Sustem 

DOD Central Precessing and Distribution System 

VA Decentralized Hospital Computer Program 
ORGANIZATION CONCERNED: 

Department of Defense 

Electronic Data Systems Corp. 

RACK GROUND: 
In response to a congressional request, GAO evalvated the propriety of a 
contractor’s role in perfarming & sustems engineering and technical 
assistance contract to help the Department ef Defense (DOD) make 
procurement decisions for its Camposite Health Care Sustem. 
FINDINGS: 

GAG found that congressional concerns about the contractor’s role anc its 
possibly adverse effect om vendors and competition were well founded: 
hewever, DOD tock remediai actiens to alleviate the possibility of 
competitive advantage and canflict cf interest. GAO found that: (1) DOD 
barred the firm from participating in the evaluation and selection of 
future contracters;s (2) DOD prohibited the firm from competing for three 
other medical information sustems to avoid possible conflict of interest: 
and (3) the firm will ne longer heave access to precantract proprietary 
information and. ance under contract, will not be granted access to 
proprietary data until it has signed a nondisclosure agreement with the 
chosen contractor. Therefare, the firm will not be in & position te 
discredit the software being considered for use in the system or have 
access to the technical information contained in its competitors’ 
proposals. Finally, GAO found that, because cf the threat of the 
competitive advantage which the firm could gain by postaward access to 
proprietary deta, DGD may have to acquire a substitute contractcr, which 
would affect the timely deploument of the sustems in DOD hospitals. 
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CITLE: {The Development and Award cf the Social Security Administraetion’s 
Systems Engineering and Integration Contract) 
ACCESSION NUMBER: 128368 DOCUMENT DATE: 11/06/85 
DOCUMENT TYPE: Testimeny DOCUMENT CLASS: P, WU 
- GAQ DIVISIGN/OFF ICE: 

Gffice of the Comptreallier General 

SUBJECT TERMS: 
Irregular procurement practices. Competition limitation, Conflict of 
interest, ADP procurement, Technical proposal evaluation, Consultants, 
Gifts or gratuities. Computerized infermation sustems, Subcontractors 

IDENTIFIERS: 
SSA Sustems Ficdernizatiacn Flan 
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SSA Systems Engineering and Integration System 

Social Security Pregram 
ORGANIZATION CONCERNED: 

Secial Security Administratian 

Flectrenic Data Systems Corp. 

Deloitte Haskins & Selis 

BACK GROUND: 

Testimony was given on the development and award cf the Sacial Security 
Administration’s (SSA) Systems Engineering and Intearation (SE&I) contract 
to a prime contractor and its subcontractor. GAQ found several irregular 
procurement practices which continued for 2 years preceding the contract\ 
award, including: (1) subcontractor personnel were given office space at 
SSA even though they had no contracts or formal relationship with SSA; (2) 
the subcontractor had the opportunity to develop relationships with key SSA 
staff; (3) the subcentracter obtained special knowledge cf SSA automatic 
data precessing probiems through the performance of two brief sole-source 
consulting contracts: (4) the subcontractor obtained infermation directly 
relating to the selection cf a contractor: (5) the subcontractor ’s special 
status was known tao the SSA officials participating in the selection 
precess; and (6) several SSA officials accepted numereus restaurant meals 
from the subcantracter. GAG found that the subcentractar’s presence sat SSA 
initially was associated with the President’s transition efforts at SSA; 
however, SSA officials could not explain whu the subcontractor remained in 
their offices fer 2 years. The subcantractar stated that it had been 
providing free services ta SSA during that periad. Finally, GAG found that 
the SE&I system has significant problems which result from the lack of an 
effective sustems integration effort because SSA had diverted the 
centractors from integration activities toa detailed software tasks, 
creating a significant potential for conflict of interest. GAG found that: 
(1) critical components of the modernization program ate seriously behind 
schedule; (2) SSA has deviated from the plan’s approaches in two of the 
major programs; and (3) SSA is pursuing a high-risk approach which could 
create another system crisis by the 1990s. 
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ustems Engineering and 


Integration Contract} 
ACCESSION NUMBER: 128425 DOCUMENT DATE: 11/06/85 
DOCUMENT TYPE: Testimony DOCUMENT CLASS: PF, U 


GAO DIVISIGN/OFFICE: 
Office cf the Comptreller General 
SUBJECT TERMS: 
Irregular procurement practices, Conflict of interest, ADP procurement. 
Consultants. Gifts ar gratuities, Computerized information Ssustems, 
Subcontractors, Contract administration, Sole source procurement: 
Competition limiteatiaen ; 
IDENTIFIERS: 
SSA Systems Modernization Plan 
SSA Sustems Engineering and Integration System 
Social Security Pregram 
ORGANIZATION CONCERNED: 
Secial Security Administratian 


r 


Electronic Deta Systems Corp. = 
Deloitte Haskins & Selis 
BACKGROUND: 


Testimony was given on the development and award ef s Sactial Security 
Administration (SSA) systems engineering and integration contract to a 
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prime contractor and its subcantracter. GAO found several irregular 
procurement practices which continued for 2 years preceding the contract 
award, including: (1) subcentracter personnel were given office space at 
SSA even though they had no contracts or formal relationship with SSA; (2) 
the subcontractor had the opportunity to develop relationships with key SSA 
staff; (3) the subcontractor obtained special knowledge of SSA automatic 
data processing problems through the performance of two brief sole-source 
consulting contracts: and (4) severai SSA officials accepted numerous 
restaurant meals from the subcontractor. GAG found that the subcontractor ’s 
presence at SSA initially was assaciated with the President’s transition 
efforts at SSA; however, SSA officials cavid not explain why the 
subcantractaor remained in their offices fer 2 years. The subcentractor 
stated that it had been providing free services to SSA during the pericd. 
Finally, GAG feund that critical components of the modernization program 
were seriously behind schedule, and the original cost estimate af $500 
million through March 1987 was increased to $863 millicn through September 
1989; due in part te poer SSA contract administratian. 


pate: [Protest ef U.S. Immigration and Naturalization Service Contract 
Award 
ACCESSION NUMBER: 120204 BNUMBER: B-208721 
DOCUMENT DATE: i2/23/82 DOCUMENT TYPE: Decision 


DOCUMENT CLASS: FP, UV 
GAG DIVISION/OFF ICE: 

Cffice of the Generai Counsei 
SUBJECT TERMS: 

Contract award protests: Courts (law), Defective specifications 
GRGANIZATION CONCERNED: 

Technicoler Government Services, Inc. 

Electrenic Data Systems Corp. 

Department of Justice: Immigration and Naturalization Service 
LAW AUTHORITY: 

OMB Circular A-86 

B-2052971i (1982) 


BACKGROUND: 


& firm protested a contract award issued by the U.S. Immigration and 
Naturalization Service under a request for proposals for alien 
identification cards. The protester challenged the award on the basis of 
four alleged improprieties. Subsequent to filing this protest with GAG. the 
protester also filed suit in a U.S. district court, requesting injunctive 
relief pending a GAG decision on the protest. GAO stated that the court’s 
adjudication on the merits of a complaint presenting the same issues as @ 
pending protest preclude GAQ from considering the protest. Accordingly, the 
protest was dismissed. 


[SE Flaws in Contractor Support for the Department cf Labor’s Black Lung 


Program 

ACCESSION NUMBER: 117997 RPTNG: PLRD-B2-43 
BNUMBER: B-204546 DOCUMENT DATE: 04/02/82 
DOCUMENT TYPE: Charter Report DOCUMENT CLASS: FP: VU 


GAG DIVISION/OFFICE: 
Procurement, Logistics: and Readiness Division 

SUBJECT TERMS: 
Contract award, Program management, Automated systems, Payments, 
Competition limitation, Contract administration, Black lung disease, 
Procedures or practices evaluation, Procurement evaluation, ADP 
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procurement 
IDENTIFIERS: 
DOL Black Lung Program 
ORGANIZATION CONCERNED: 
Department cf Labor 
Electronic Data Systems Corp. 
Employment Standards Administratien 
LAW AUTHORITY: 
Service Contract Act of 1965 
Coal Mine Health and Safety Act of 1969 (Federal) 
FaPaRe? 13680722689 \ 


BACKGROUND: 
Pursuant to & congressional request, GAO examined the procurement Process 
cf the Department of Labor’s contract with Electronic Data Systems 
Corporation as it pertained tc the Biack Lung Program and commented on the 
management of the Program. 

FINDINGS: 
Although official contract files appear to show competition in Labor’s 
award cf the contract te operate a system for paying black lung bills and 
benefits, GAO uncevered facts and circumstances which indicated that the 
competition may have lacked substance: the chairman cf the technical 
evaluetion panel had a negative predisposition toward one of the 
prospective contractors; two of the three prospective contractors became 
one company shortly after the contract award: and, during negotiations: the 
original request for proposals wes amended which resulted in Teducing 
competition by compressing the differences in the Broposed prices and 
giving more importance to technical aspects. Labor engeged in inadequate 
contract administration practices and precedures. In a few instances: Labor 
permitted practices that left the government vulnerable to abuse. GAO 
observed a number cf management problems, such as: a lack cf coordination; 
backlogs of unpsid bills; duplicate payments: and unresalved issues prior 
te awarding & contract for sa new automated paument sustem. 

RECOMMENDATIONS TQ AGENCIES 

The Secretary cof Laber should institute controls te ensure that: (1) when 
an offeror increases its cost proposal, the contracting officer 
determines the reasons for the increase and assures that commensurate 
value is obtained; (2) any reservations held bu Labor officials 
regarding the responsiveness or qualifications cof prospective 
contractors be reselved in accordance with Federal Procurement 
Regulations: and (3) contract eptions, when appropriate, are exercised 
on time. 

née Secretary of Labor shavid direct the Inspector General to determine i- 
the problems that have occurred on this contract are widespread. If 
they are, prompt corrective action should be taken te reduce Llabor’s 
vulnerability to potential waste and abuse. Gne course “of \actian that 
should be considered is the establishment of an organization devoted 
te contract administratian on other than an ad hac basis. 

The Secretary of Labor, befere ae contract for s new autamated payment 
system is awarded, shovild: (1) develop 6 clear, concise description of 
what the contractor wil2i be required to doi (2) purify the Black Lung 
Program’s data base sao that the infermaticon previded to the contractor 
is accurate: complete, and current; and (3) establith standards seo 
that the contracting parties have a clear understanding af what levels 
constitute acceptabie performance. 

he Secretary of Labor shovid clearly define the avtherity eS 
responsibi lity Gf each cf the organizations within the Emplcument 
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Standards Administration that affect the Black Lung Pragram to provide 
for a quick resclutien cf any disputes and to ensure effective 
coordinatian. 
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“Py ee (Protest Against Evaluation of Proposal] 
ACCESSION NUMBER: 113874 RNUMBER: B-199769 
DOCUMENT DATE: 11/28/80 DOCUMENT TYPE: Decision 


DOCUMENT CLASS: P,U 
GAO DIVISIGN/OFF ICE: 
Office of the Generali Counsel 
SUBJECT TERMS: 
Contract award protests: Computer services contracts, Untimely bid- 
protests, Protest procedures, Evaluation methods. Requests for propesals, 
Sclicitation specifications, ADP procurement, Bid evaluation protests 
ORGANIZATION CONCERNED: 
Questar Data Corp. 
Electronic Data Systems Corp. 
General Services Administration 
LAW AUTHGRITY: 
4C.F.R. 20.2 
B=1,593000) (i979) 
B=190230) 419780 


BACKGROUND: 
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SLE: (Protest Against the Award af a Contract 


A company protested the award of a contract fer systems and programming 
services. The company submitted the following grounds for protest: (i) the 
technical evaluation scheme in the request for proposals (RFP) placed tas 
much emphasis on technical factars which were subjective and. as such, 
sub;ect to error; (2) there was & leak cf its low price from the first of 
twe reunds af bidding, making the second round improper; and (3) the 
qualifications and competence of the evaluators were suspect due to the 
length of time taken tae evaluate four proposals and tea make an award. The 
company believed that the three issues raised in its protest were untimely, 
but requested consideration under the significant-issuve exception te GAO 
timeliness rules. The first issue cf protest rsised questions pertaining to 
the evaluation scheme and was based on alleged improprieties in the 
solicitation which were required to have been raised prior to the closing 
date for receipt of initial prepesals. Therefeores this portion of the 
protest was intimely. The third issue was based on the length cf time taken 
to evaluate the four proposals, which was known to the protester at the 
time of the award. As the protest was filed more than 10 days after the 
date of notificatian of the award, the third issve was also untimely. Where 
the merits of 8 protest invelve issues which have been considered 
frequentiu in previous GAG decisions, as in the subject protest, such 
issues are not considered to be significant within the significant—-issve 
exception of the GAQ pretest procedures. Since the second issue of protest 
cencerning am alleged price leak was filed 2 working Gays after the 
centract award,» it wes timely. The fact that the awardee slone reduced its 
price, in and of itseif: was not heid to be sufficient to satisfy the 


~protester’s burden of proecsf. Accordingly, the protest was dismissed in part 


and denied in part. 
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Office of the Generali Counsel 
SUBJECT TERMS: 

Information processing cperations,Contract award protests,Cost plus 

incentive fee contracts, Competition, Contract modifications, ADP, ADP 

procurement 
ORGANIZATION CONCERNED: 

Cptimum Systems, Inc. 

Department of Energy 

Energy Information Administraticen 

Electronic Data Systems Corp. 
LAW AUTHORITY: \ 

34 Comp. Gen. 1080 

R-196442 (1980) 

BACK GROUND: 

An incumbent-contracter firm protested the award of a contract by the 
Department ef Energy (‘DGE) for the operation of the Energy Infermation 
Administration’s computer facility. The request for proposals contemplated 
@ cost-plus-award fee contract om & level-cf-effort basis for s broad range 
of services including computer and data network cperatians, system and user 
support programming, user technical assistance, hardware and software 
analysis and planning: and management services. 413 cf the hardware was to 
be provided by the Government. The contract was awarded to the highest 
Tanked offeror and the firm considered technically substantially more 
acceptable. During final negotiations with the awardee, DOE altered its 
system configuration by substituting hardware. DOE did not feel that this 
required a solicitation amendment or a new round of revised proposals. The 
protester challenged the propriety of awarding a contract which it 
contended was different from that contemplated in the request for 
proposals. It argued that, had DOE advised the afferaors of the hardware 
Switch and requested another round af offers, its cast estimate would have 
been significantiy lower and its technical score evaluation increased. DOE 
contended that the Government was providing all of the equipment necessary 
for the contract and that the offerors should experience no significant 
cost savings attributable ta the use of newer equipment. GAG agreed with 
DOE and did not think that the procurement had to be reapened to advise all 
of the cfferars of the substitution of the newer computers. The protest wes 
denied. 
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Perot Donates $900,000 
To Renovate Theater 
And Renames It After Himself 


Financial and renovation documents regarding Perot 
theater in Texarkansas, Texas. Source: Texas Historical 
Commission, P.O. Box 12276, Austin, TX 78711; 512- 
463-6094. 
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DESCRIBE THE PRESENT AND ORIGINAL (IF KNOWN) PHYSICAL APPEARANCE 
The Saenger Theater, located at Third and Main Street, (219 Main St. was 
the largest and most opulent of any of the numerous theaters built in Texarkana. 
It was built in 192h by the Saenger amusement Company, based in New Orleans, La. 
The theater was designed by Emil Weil of iiew Orleans, architect, who had Alfred 
A. Lennox in charge during construction. The general contractor was the Brashears 
Construction Company of Texarkana, whose offices were at 310 Presbyterian Building. 


The auditorium was one of the largest in the South, having a clear span 
of ninety feet between walls. Built of steel, concrete and brick, the theater 
encompasses 24,120 square feet. There were 1,675 seats, 783 on the main floor 
and 887 in the balcony, 200-300 of which have been removed. The contractor for 
the theater seating was the American Seating Company. 


The upper rear section of the balcony was reserved for use by black 
patrons and reached by independent stairways. Separate lounges were also pro- 
vided. Closed to patrons for the last few years of operation, tne balcony area 
served as theater offices and storage area. The balcony lobby was reached by 
two slightly winding staircases, one at each end of the inner main floor lobby. 
Additional balcony exits were provided through two rear stairways and fire 
escapes on each end of the building. Magnificent plaster work depicting Greek 
Mythological characters decorated the balcony lobby and three french windows 
each open out onto a narrow exterior balcony, walled with concrete turnposts. 
Originally this mezzanine area was further decorated with fine carpets, lamps 
and green plants. 


The projection room at the upper rear of the balcony was well ventilated 
as a precaution against the numerous fires caused by the highly flammable nitrate 
film used at the time, and was built with restrooms for the operator. The pro- 
jection equipment is currently intact. 


The interior of the main lobby and auditorium is truly magnificient. 
The lobby floors are fashioned of alternate black and white marble squares. The 
walls are of marble as are the bases of the ticket booths. The ticket booths 
are further decorated with turned wooden pediments supporting the glass windows. 


To the left of the lobby is located the manager's office and an entrance 
to the balcony. Tne same entrance serves two ticket booths, two other offices, 
one restroom and the fuse boxes for the theater's electrical works. 


Entering tne outer foyer of the main orchestra floor, one passes through 
elliptical arches supported by plaster columns with Ionic capitals. The arches 
are decorated with plaster work figures depicting Greek theater and mythology. 
From the foyer there is an unobstructed sight line of tne stage, as indeed, there 
is from any point in the theater. 


47 


48 


EMajc OR BIBLIOGRAPHICAL REFERENCES 
Four States Press, iNiovember 16, 192). 

2. Four States Press, liovember 18, 192h. 

3. Play bills, Collection of the Texarkana Historical Museum. 

lh. Scrapbooks, W. a. McCartney, "Great Showmen of the Past 90 Years", Collections of 

the Texarkana Historical Museum. 
5. Chandler, Barbara and Howe, Je id., Tne History of Texarkana Sure as Ta. oo | 
6. Personal Interviews with: 1) If. & Lirs. harry Orr 23 Mrs. Clair 
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Lots 1 & 2, Block 22 of the Original City Addition 


LIST ALL STATES AND COUNTIES FOR PROPERTIES OVERLAPPING STATE OR COUNTY BOUNDARIES 


STATE CODE COUNTY CODE 
STATE CODE COUNTY CODE 
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NAME / TITLE 
Katy F. Caver, Curator January 30, 1978 
ORGANIZATION DATE 
Texarkana Eistorical Museum (214) 793-4831 
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Texarkana, Texas 
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SPECIFIC DATES Opened November 18, 192) pulLDeR/ARCHITECT Emil Weil, New Orleans, La. 
Brashears Co ction 


STATEMENT OF SIGNIFICANCE Texarkana, Texas 


Tne Paramount Tneater, the only one remaining in the downtown Texarkana 
area, is the last example of a once flourishing theater center that, at its height, 
contained at least five play and motion picture houses. 


Built in 192) at the height of a thriving theater industry and attendant 
at the maturation of the motion picture industry, the theater was to serve bilaterally 
these two entertainment needs of the community for a number of years after its 
opening. 


Due to its fortunate geographical location and consequent railroad con- 
nections, Texarkana was the recipient of "good Theater" from the 1870's, being a 
regular rail stopover for many of the nation's great dramatic and operatic per- 
formers on their way to and from larger cities. At least six opera houses and 
theaters were built in the years between 1878 and 1925. The building of the 
opulent, palatial Saenger was the logical outcome of half a century of cultural 
and economic growth in the city. Texarkana audiences were used to the best in 
entertainment and were not yet willing to forego legitimate theater for the still 
unproven motion picture. 


The Saenger Amusement Company, builders of the Saenger and owners of three 
others in Texarkana, with unusual foresight, nad commissioned the theater to be 
designed as a motion picture house only, without provision for a stage. However, 
succumbing to public demand and a promise from the Chamber of Commerce for a sell- 
out crowd opening night, the plans were altered to include a stage and other ac- 
coutrements necessary to live performances. True to their wrd, Texarkana mer- 
chants purchased two thousand tickets in blocks of twelve at $7.00-.per seat, to 
insure a full nouse. 


The "new" Saenger Theater (the old Saenger, a half-block north on the 
same street had its name changed to the Strand) opened on the evening of November 
18, 192) with a play called Foot Loose, starring Margaret anglin and William 
Faversham. Day long festivities preceded the opening. There was a parade, luncheon, 
speeches by assorted dignitaries, including the mayors of both cities and repre- 
sentatives of the Saenger Company. Telegrams from stars of both legitimate stage 
and the movie world were sent, including two messages from D. W. Griffith. His 
"America" was the first picture to play the Saenger. 
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It is hoped that the Saenger will host productions of national importance, local 
productions, and that it will again become a meeting place for the people of the 
two cities. Being an addition to the National Register will help to realize this 
hope. 
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For the next fifteen years the Saenger!s patrons were host to a number 
of performers of the first magnitude. among them were John Drew, Maurice Barrymore, 
Douglas Fairbanks, Will Rogers and annie Oakley. The theatre's use was not, how- 
ever, limited to travelling productions. Taroughout the 20's and 30's an annual 
"Follies" was produced by a local entrepreneur, W. A. McCartney. Based on 
Ziegfield's show, the Follies utilized local talent and provided not only enter- 
tainment, but one of the few occasions that drew the citizens of both cities to- 
gether in-a cooperative effort. 


Organist for tne #ollie shows and all other productions at the Saenger 
was Mrs. Arthur hardin (Eva Vernon). Mrs. Hardin was manager for the Saenger 
interests in Texarkana prior to her marriage. By the time the new Saenger was 
opened in 192), Arthur had become manager and gva was organist. The Saenger was 
the first theater in the city to have a pipe organ instead of a piano. The 
organ is said to have been one of the finest of its kind. The Hardins were pro- 
minent in Texarkana's entertainment industry until the 1940's, and contributed 
greatly to the success oF the new theater. 


Long after tecnnical improvements had made the organist and her cue 
cards obsolete in motion picture houses, and legitimate theater in Texarkana had 
faded to a memory, the Saenger continued to host local playhouse productions, 
fashion shows, and other forms of live entertainment by and for the comnunity, 
along with the occasional professional production. 


The Saenger was purchased by the Paramount-Publix Corporation in 1931 
and the name later changed to the Paramount. The theater continued to present 
first-run films until the mid-1950's. Suffering the economic fate common to 
downtown movie houses all over the nation at this period, the Paramount went to 
second and third rate movies, and then only black action films were run until 
it *closed-in March of 1977. 


Barly in December, 1977, the city of Texarkana, Texas announced the 
purchase of the theater as a part of its Comprehensive Downtown Development Plan. 
In late December, the Historic Landmark Committee of Texarkana approved the 
building as a site of local historical importance. Currently, the plans cali 
for complete restoration of the facility. The city is seeking funds from the 
two State Arts Councils and from the Wational #ndowment for the Arts for the 
necessary design work leading to restoration of the theater for use as a per- 
forming arts center for tne community. Funds are also being sought from various 
sources for the restoration work. 
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are topped with corinthian caps, each with an ''S'" in relief. The three lower 
balcony windows have ornamental architrave trim and are topped by a large grotesque 
in lion form over the top surround piece. Two symmetrical concrete pediments abut 
the top rail at 45 degree angles. Above the French windows are casement windows 
serving the upper balcony, and between the set of pilasters on each end of the 
building are two narrow double-sash type windows, all undecorated. Another set 

of upper and lower casement windows are located on each end of the building. In 
the center of the building between the dentils and second frieze, there is set 
into the brick marble panels inscribed with the name "Saenger Theater". The 
letters are painted gilt. A set of plain concrete medallions enscribed with an 
-"S" are mounted above the upper casement window on each end. An underlighted 
portico at the street level is corniced in stamped metal scroll work with small 
grotesques. 


There are two commercial stores built on the north end of the structure, both 
now vacant. The storefronts are wainscoted in black marble and have beveled 
glass panels in the entrance doors, as do the theater lobby entrance doors. 


A large multi-colored marquee added in recent years to the northeast corner 
of the theater is wholly out of character with the building and should be 
removed. 


Structurally, the theater is quite sound and restoration of both exterior and 


interior should create a structure which will become a source of pride to the 
entire community. 
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Ornamental plaster sculpture is abundant in the decoration of the 
proscenium arch and the boxes. There are two boxes on each side of the stage, 
all with private entrances. The ceiling in the main auditorium is literally 
covered with gilded plaster work, cleverly concealing speakers and heating 
vents. The contractor for the plaster wrk was Lachin and Company. 


A variety of lighting fixtures are intact. Outstanding are those fitted 
with embossed brass, crystal beads and leaded stain glass. The glass is stained 
in beige tones whicn creates a soft, indirect light. Originally, a huge chandelier 
with leaded cut-crystal lusters furnished the primary light in the main auditorium. 
It's fate is unknown. 


The stage, 35 feet by 100 feet, was adaptable to a variety of live 
theater productions. Hight dressing rooms, with make-up tables in tact, are 
located under the stage. The orchestra pit is large enough to accommodate a 
full orchestra. The organ console was located near tne orchestra pit in full 
view of the audience. It was of maximum size for the theater space. It is not 
known when the organ was dismantled or its whereabouts, but it is believed to 
have been moved to a New Orleans Theater. 


The central lighting panel, located behind stage right, is intact. The 
electric equipment was the best available at the time. The contractor was the 
Pine Electric Company. Scaffolding has been stored behind the projection screen 
and the catwalks are still usable. The heavily ornamented stage curtains seem 
to be the originals. An additional dressing area, shower and bath is located to 
stage right, apparently for stage hands. Intact also is the 1,008 sprinkling 
head system, installed to meet insurance requirements. It was contracted by the 
Automatic Sprinkler Corporation of america. The original ventilation system was 
furnished by the Typhoon Fan Company. There is one ceiling fan intact in the 
building, located in the store adjoining the main lobby. The central climate 
control equipment, in the basement, is ia good condition and most is usable. 


The exterior of the building appears rather plain on first sight, but 
actually is not. Rectangular in plan, the theater is two stories in height. 
There are 3,500 square feet in the basement, 13,370 square feet in the main 
floor and 7,050 square feet in the balcony. The Italian Renaissance design lends 
itself well to a tneater building, the warm golden-colored brick is accented with 
concrete trimmings, a not unpleasing combination. The hip roof is tiled with 
terra cotta and contains three ventilation dormers on each of the four sides. 
Concrete cornices, freize, and dentils accent the facade. Eight concrete pilasters 
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COMPLETION REPORT 
to 


United States Department of the Interior 
National Park Service 


National Register of Historic Places 
Washington, D.C. 


SAENGER THEATRE 
DEVELOPMENT PROJECT 


PHASE I 
1979 


Texarkana, Texas 


Project No.: 48-10302 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


PART I PROPERTY AND OWNERSHIP IDENTIFICATION 
a ee ae 
A. National Register title and address: 
Saenger Theatre 


219 Main Street 
Texarkana, Texas 75501 


B. Project No.: 48-10302 
C. Subgrantee: City of Texarkana 


P.O. Box 1967 
Texarkana, Texas 75501 


PARTS Tel FISCAL REPORT 
A. Total project cost this phase: S13 15938736 


B. Final work-cost breakdown: 


~ General 54,239.09 
- Sitework DOS es iss IDES 
- Wood and plastics 4,432.49 
- Roofing and sheetmetal 6590.20 
- Plaster 13,416.29 
- Auditorium seating 3,884.14 
- Mechanical 21,609.95 
- Electrical HAS 1/4 
C. National Park Service funds expended: 65,000.00 


D. Donor: City of Texarkana 
Source: Private contributions, community development 
funds, and revenue sharing funds 
Kind: Cash 
Amount: 66,938.36 


Es ,state Project Supervisor: 


Truett Latimer 

State Historic Preservation Officer 
Texas Historical Commission 

P.O. Box: 22276 

Austin, Texas 78711 


F. Project Professionals: 
Project Architect: Bell, Klein & Hoffman 
Architects & Restoration Consultants, Inc. 


920 Congress 
Austin, TX 78701 
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Project Contractor: Lacy Enterprises, Inc. 
P.O BORE OL 
Texarkana, Texas 75501 


PART III CERTIFICATION OF PUBLIC BENEFIT 
RES DENEE LL 
A. See Attachment A. 


B. “A copy of the appropriate covenant is attached. The original of 
Same and any other legal agreements are on file in the Texas 
Historical Commission offices. These documents are available 
to the Department of the Interior upon request. 


JINRIE JEW CERTIFICATION OF CONFORMANCE 
aE NEU IANCE 
See Attachment B. 
PART V NARRATIVE AND ILLUSTRATIONS 
EO ERALIONS 


The Saenger Theatre, built in 1924 and designed by Emil Weil in 
an Italian Renaissance Style, is the largest and most opulent theatre 
in Texarkana. The 1600-seat auditorium was used for both performing 
arts and movies. By the 1960s, the theatre's condition was 
deteriorated, although only minor alterations had been made to the 
original fabric of the building. 


National Park Service funds assisted in restoration of the 
interior to its former opulence, ad reparations to the exterior. 
Interior work included plastering and painting of walls and 
ceilings, new seating, and new mechanical and electrical systems. 
Exterior masonry was cleaned and repainted, and repairs were made 
to the roof. 


The restored Saenger Theatre houses performing arts presentations 
of all types, as well as lectures, civic presentations, conventions, 
and documentary film showings. 

INDEX TO PHOTOGRAPHS 
Pre-construction, 1979 
1. East elevation 
2. Northeast oblique 
3. Detail: entrance doors 
4. Interior 
o. interior 
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INDEX TO PHOTOGRAPHS 


Post-construction, 1982 


. East facade 
- Northeast oblique 


- Detail: entrance doors 


Detail: canopy 
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& Attachment A | @ 


DEED RESTRICTION Se ss hr 


STATE OF TEXAS I 
KNOW ALL MEN BY ‘THESE PRESENTS: 
COUNTY OF BOWLE ¥ 


THAT: The City of Texarkana, Bowie County, Texas, acting herein by 
and through its City Manager, thereunto duly authorized by the City Council 
of the City of Texarkana, Texas, 


hereinafter referred to as "OWNER" (whether one or more) being the owner of 


all of Lots Numbered (1) and (2), Block twenty-two (22), City Addition to the 
City of Texarkana, Bowie County, Texas, commonly known as the Paramount Theatre 
and also as the Saenger Theatre, including all improvements, fixtures, and 
personal property Located in, on, or about said real property, as recorded in 
Volume 626, page 332 of the Warranty Deed Records of Bowie County, Texas, does 
hereby declare that the said property shall, from and after the date of this 
instrument, be held and conveyed subject to the covenantsand restrictions here- 
inafter set out. 


COVENANTS AND RESTRICTIONS 


For the purpose of maintaining the historical integrity of the said 
Property for the continued benefit of the public, the City of Texarkana, Bowie 
County, Texas, as GRANTEE and OWNER of the said property, and its successors 
and interests, if any, shall repair, maintain, and administer the premises so 
as to preserve the historical integrity of the features, materials, appearance, 
workmanship, and environment until July 31, 1994. This restriction shall be 
a covenant running with the land, in favor of and enforceable by the State of 
Texas. 


For the purpose of allowing the public visible access to the work 
accomplished with federal monies, the City of Texarkana, Bowie County, Texas, 
aS CRANTEE and OWNER, and its successors and INGELEStS ais anywemacree Lo open 
the subject building and/or grounds for interior and/or exterior inspection by 
the general public at least twelve (12) days out of each calendar year on an 
equitably-spaced basis until July 31, 1994. 


IN WITNESS WHEREOF, the City of Texarkana, Bowie County, Texas, has caused 
this to be executed by its City Manager, and attested by its City Secretary, and 


its corporate seal affixed at Texarkana, Texas, on this the 30 day of 
November 5% SIS 
EME ESSER ANS05 CAUSE Ole TEXARKANA, TEXAS, 


GRANTER/OWNER 


me Ta v3 4 wt bee ee Ca 


ono 2 eee 
HELEN B. TALBERT, City Secretary ; ee ae 


ae 3 
es LU AN ae BACH, City Manager 


ACKNOWLEDGEMENT 


SMES ONS IMEX NS, q . 
COUNTY SOP A? OWE et ; 


BEFORE ME, the undersigned authority, on this day personally appeared Stuart 
A. Bach, City Manager of the Cyto F Maxarkand,— Texts. 4 monictpal corporation, 
known to mo to be the person whose name is subscribed to the foregoing instrument 
and acknowledged to me that he executed the same for the Purposes and. considerations 
Chemein expressed. in the Capacity vherein stated und as Ge IGE nd deed. or Sada 
corporation. 2 Li oe 
CIVEN UNDERS SY WAND. AND ESA On OT GE Vani stiits thom 2.0 ae . dav Sof iNew nly. 


1y Ora. 3 : 


\ Nope FB 6 ou 


My Commission Expires: Notary Public in and far 
gee caays sw Bowle County, Texas 
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GEORGE E. CHRISTIAN, AUSTIN 
CK AIRMAN 

MRS. H.L. LONG, KILGORE 
VICE CHAIRMAN 

DUNCAN E. BOECKMAN, DALLAS 
SECRETARY 


T.R. FEHRENBACH, SAN ANTONO 
MAXINE E. FLOURNOY, ALICE 
WOODROW GLASSCOCK., JR.. HONDO 
HARRY A. GOLEMON, HOUSTON 
MRS. ALBERT G. HILL, DALLAS 
DR. ROBERT D. HUNTER, ABILENE 
JAMES S. NABORS, LAKE JACKSON 
GAY RATLIFF, AUSTIN 
LOUIS P. TERRAZAS, SAN ANTONIO 
EVANGELINE LOESSIN WHORTON, 
GALVESTON ISLAND 
DR. DAN A. WILLIS. FORT WORTH 


JOHN M. BENNETT, SAN ANTONIO 
MRS. JAMES F. BIGGART, JR.. DALLAS 
RICHARD H. COLLINS, DALLAS 
BARNEY M. DAVIS, SR., SOMERVILLE 


CURTIS TUNNELL 
EXECUTIVE DIRECTOR 


MEAT AS 1 EX INSOr-O REIACAT IN cCIOEM M I S°S KOEN 


P.O. BOX 12276 AUSTIN, TEXAS 78711 (512) 475-3092 


ATTACHMENT: B 


Re: Saenger Theatre Development Project - Phase I 


Dear Ms. Cole: 


This is to certify that the above referenced project was carried 


out in conformance with the Secretary of the Interior's Standards 
for Historic Preservation. 


Sincerely, 


Lae, food 


tis Tunrfel 
State Historic Preservation Officer 


Ms. Kate Cole 
National Park Service 
Rocky Mountain Region 
P.O. Box 25287 


: -To- x Service 
Denver, CO 80225 Lesko’s Get-To-Know Perot Fax S 
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T.R 7°) RENBACH, SAN ANTONIO 
( “\URMATS 


MRS. HLL. LUNG. KILGORE 
VICE-CHAIRMAN 

DR. DAN A. WILLIS, FORT WORTH 
SECRETARY 


RICHARD Hi. CGLLINS, DALLAS 

ee HAROLD D. COURSON, PERRYTON 

MARTHA J. CROWLEY, RICHARDSON 

MAXINE E. FLOURNOY, ALICE 

BETTY E. HANNA, BRECKENRIDGE 

SUZANNE W. HARRIS, SAN ANTONIO 

KARL A. ROMATSL, FORT WORTH 

W. MERRIMAN MORTON, HOUSTON 

JAMES S. NABORS, LAKE JACKSON 

GAY RATLIFF, AUSTIN 

EVANGELINE L. WHORTON, 
GALVESTON ISLAND 


MRS. LUNELLE A. ANDERSON, SAN MARCOS 
JOHN M. BENNETT, SAN ANTONIO 
CARRIELU B. CHRISTENSEN, AUSTIN 
GEORGE CHRISTIAN, AUSTIN 


CURTIS TUNNEL. 
ENECUTIVE DIRECTOR 


TPiEsX A S | Hel’S- $26: RAPCAATL® *COsVE NE | Sy Sela 


P.O. BOX 12276 AUSTIN, TEXAS 78711 ($12)}463-6100 


15 October 1987 


Mr. Thomas G. Keohan, Historian 

Branch of Project Review & Technical Assistance 
Division of Cultural Resources 

National Park Service 

12795 West Alameda Parkway 

PROn box 25287 

Denver, Colorado 80225 


Dear Tom: 


Thank you for sending us a copy of your letter of 28 September 1987 
to Ms. Terri Stepan regarding the Saenger (Perot) Theatre in Texarkana, 
Bowie County, Texas. 


Ms. Stephan may have neglected to mention that the historic name of 
the building in question is the Saenger Theatre and that the common name 
Perot Theatre dates only from the past decade. The 1979 rehabilitation of 
the building was accomplished in part with Historic Preservation Fund Grants 
administered by the Texas Historical Commission. Accordingly, we have a deed 
restriction on the property until 31 July 1994. Ms. Stepan has been in touch 
with T.H.C. staff architect Gerron Hite and is aware of the obligation to pro- 
vide information on any changes to the building. 


Your consideration is greatly appreciated. Hope all is well there. 
Regards, 


eA 


Peter Flagg Maxson . 
Senior Architectural Historian 


cc: Terri Stepan 
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SEP 2 8 1987 TERAS HISTORICAL COMMISSIGR 


t 


Gs 


ku 


C(RUR=|PR) 


mel Gre oue pat, Usrecvur 
Perot Thestre 
Jens Leeched 


Texurnens, Texas 75504 
Deer KS. “Stepan: 


This’ tevler 1s to coufirm our tesepnonc discussion of September 24, 1967, 
concerning COipiiance proccdures for wort perfomed to Nationel Register listed 
properties and, specifically, the Perot Taceire, s&s we discussed, provided 
tiicre are no Feicral monies involveoercue the renebiti¢etion of < PrOpirc y,c.one 
proviccd the owmiers of the property erc not seeking Federal income tax [CUE BES 
tose ers O Yeviey procuuures mor any set criveoria required by the Fedsre} 
Governmucny in orccr to do tie work you héeve deseribed, 


S Steve Historic Preservelion Offic., however, for 
governine Kotional cr Stste Listed historic 


4 
Sof ther-othicerce ts 12) 4o5—G0ss should be abiuece 


i heve enciosed for your informetion « drovhurse deseribing the Neticnal 
Register prograa. ieulid you heve further questions, piease feel free to 
eontvect us agein. 


Sincerely, 
_ /s/ Thomas G. Keohan 


TOmee G. KeOnen, Historica: Arehivect 
Branch of Project Review and Technical Assisi: 
Division of Cuiturel Kesources 


eh 
ss 
bond 
r 
(a) 
G 


Enciosure 


TGKeohan: pt: 9-25-87: 236-8675 = 
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APPLICATION FOR NATIONAL REGISTER GRANT-IN-AI 


Texas Historical Commission 
Grants-in-Aid Coordinator 
P.O0°Box 12276 
Austin, Texas 78711 
512-475-3094 


Please answer all questions (print or type) 


1. National Register name of property Saenger Theatre 


2. Property address/ location 219 Main Street, Texarkana, Texas 75501 \ 


(If property is located within a Historic District, give name.) 


oe County __ Bowie 


4, Name of Current Qwner_ City of Texarkana, Texas 
Address Pp. 0. Box 1967 


City and zip code Texarkana, Texas 75501 


Phone number and area code (214) 794-3434 


5: Name of Project Coordinator Bill Harris 
Address P. 0.Box 1967 
City and zip code Texarkana, Texas 75501 
Phone number and area code (214) 794-3434 


6. Type of Grant(s) requested: L] Acquisition of absolute ownership $ 
LJ Acquisition of specific interest 
() Development-research documents 
GJ Development-plans and specifications 395/50. 00m 
[3 Development-construction 415,000.00 
CL] Survey of: 
Gib lan ror: 


Yi Presently available match (check appropriately) 


(type) (amount ) (source) 
(J Cash 
G3 Community Development Funds 10,000.00 * (see below) 
&) Revenue Sharing Funds 309,750.00 ** (see below) 
OState 
CJ County 
CO) Municipal 
CO) Grants 
&] Donated Property ~~ 120,000.00 S & H Theatre Corporation 
OC Donated Services 
OC Donated Materials : 
k] Donated Equipment *~ 15,000.00 S_& H Theatre Corporation 
Subtotal of presently Ew ister 
available match $ 454,750.00 


* already approved and budgeted Community Development Block Grant Funds 
** $290,750.00 presently available; $19,000.00 spent on partial land acquisition 
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3. 


9. 


f © 


Anticipated match (explain): Matching funds already available as indicated in #7 above. 


Cosine) (amount ) (source) 
L| Cash $ 
(5 Cominunity Development Funds 
(j Revenue Sharing Funds 
CJ State 
EVCOURLY 
CJ} Municipal 
L] Grants 
(1 Donated Property 
t} Donated Services 
Li Donated Materials 
Li Denated Equipment 


Subtotal of anticipated 
match $ 


Anticipated Project Cost this year (phase). Please list briefly, costs by work 
categories. 


1978: Professional fees and reimbursable expenses - $94,500.00 


1979: Construction Development (estimated total) - $830, 000.00 


Interior Restoration $410,000.00 
Exterior Restoration 85,000.00 
Mechanical/Electrical Systems 140,000.00 
Building Code Requirements 50,000.00 
Stage Facility Improvements 145,000.00 


Total anticipated costs over all phases. Please list briefly, costs by work categories 
per phase. 


Work will be accomplished as a single, continuous undertaking, not in phases or 
stages. 


What work has already been accomplished? Under the professional direction of whom, 
and when? 


A feasibility study regarding a three-building civic center complex, of which 
restoration of the Saenger Theatre was a part, was completed by the firm of Hammer, 
Siler, and George Associates in July, 1975. 


Measured drawings of the building have been prepared by the firm of Bell, Klein, 
and Hoffman during July and August, 1978. 
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12. 


13. 


14. 


15: 


16. 
17. 


18. 


19. 


Who is the professional to supervise this phase of the proposed work? Please give 
name, title, address, and phone number. 


Bell, Klein, and Hoffman - David Hoffman, Project Architect 


920 Congress Avenue, Austin, Texas 78701 (512) 476-3033 
If item #12 is not answered, please explain. 


Who wil! act as the contact person with the Texas Historical Commission to provide 
ail necessary documents (billings, receipts, filed covenants, etc.) if this 
project is awarded a grant. Please give name, title, address, and phone number. 


Candy Stevens, Administrative Aide, City of Texarkana, Texas 


Py 0. Box- 1967. Texarkana, Texas ~75501 (214) 794-3434 
Is this National Register property in immediate danger? Yes x NOs ee 

Explain if answered yes. 
If restoration funding assistance cannot be secured promptly, it is likely that the struc- 
ture will rapidly deteriorate to the extent that restoration will be too costly and demo- 
lition will be the only alternative. - ; 


What is the present use of the site? Vaeant 


What will the use be after this phase? regional Performing Arts Center 
After anticipated later phase(s)? n/a 


Wil] any person or business be displaced as a result of this project? Yes No x 
If answered yes, please explain. 


Any other comments: The Saenger Theatre plays a major role in the downtown revitalization 
project being undertaken by the City of Texarkana, Texas. When restored, the Theatre will] 
serve as a magnet, drawing people from a regional population of 375,000 into the core of t 
City for cultural activities and entertainment. With the help of Urban Development Actior 
Grant funds recently awarded to the City to rejuvenate retail businesses and offices down- 
town, and a new library currently under construction a few blocks away, the Theatre is 
expected to bring new life into a declining downtown area. 

I, in behalf of the City of _ aml am not) the owner of the property applying 

Texarkana, Texas, ' :' 

for a development grant. I do [xl do not have permission of the: owner, or owner's 


legal representative to request this grant. The owner or owner's legal representative 
has EJ has not LJ read the Grant Applicant's Manual; I have read the Grant Applicant's 


Manual prior to applying for the indicated grants ; 4 


== 254 


tuart A. Bach, City Manager 


Signed 
Lesko’s Get-To-Know Perot Fax Service 
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a Sane Se ow 


yeas sax 
#4) crry GF TEXARKANA, TEXAS 


\ aS | RC. BOX 19867, 7550! PHONE 214-794-3434 
\ Rao! 
eS 3} 
E> 
WeriCe OF THE CITY MANAGER 
a nO gage 1 Set ena tr ne 
fopen hes a Le AG My is rN 
March 15, 1978 Lee Cay Wee 
iTVk, Rebs 
; iti a ~ Bermne” 
Mr. Truett Latimer 
Executive Director TEXAS HICTUEISAL Gounies 


Texas Historical Commission 
Post OTTice; Box 12276 
Capitol Station 

Austing TX" fer 


Dear Mr. Latimer: 


it is with great pleasure that we submit herewith three copies o7 a grant 
application wnich requests funds to restore the historicaily and architec- 


turaliy significant Paramount (Saenger) Theater.herein Texarkana. This 
appiication asks for $60,000 which, along with other funds, would be utilized ESR 
to restore the Paramount for use as a performing arts center. Buiit in 1924, oe 


this theater originaily served as a performing arts center for our area. 
With the advent of inotion pictures, the theater was subsequentiy converted 
into a movie house and has served that purpose for a number of years. In 
recent years, however, the facility has become too deteriorated and was 
closed to the public approximately one year ago. Fearing that the struc- 
ture might further deteriorate and be in danger of destruction, the City 
of Texarkana, Texas, purchased it on December 29, 1977. Since that time, 
a number of steps have been taken to preserve and restore the theater to 
its original grandeur. 


On February 2i, 1978, an application was submitted to your office seeking 
nomination of the Paramount Theater to the National Register of Historic 
faces. That application contained pictures which depict the beauty and 
| significance of this fine old theater. Prior to submission of the National 
Register application, our City Council adopted an ordinance placing the 
theater in an historic preservation zone, thus protecting the theater from 
any prospect of future modification or destruction. 


Aithough unofficial at this time, our City has received word from the Na- 
tional Endowment for the Arts indicating that a $15,000 grant will be awarded 
to our community for use in employing an architecturai design team to prepare 
plans for restoration of the Paramount Theater. Utilizing matching contribu- 
- tions of $9,788 each from the two Texarkanas, the work to be performed under 
the NEA grant is intended to bring the restoration project to the point of 
being able to go out to restoration bid. In essence, therefore, the funds 
being requested under the application transmitted herewith will be used 
to perform the actual restoration work. 
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View hove tt sbaksimer 
Mare tore Tone 
Page 2 


We are most anxious to preserve and restore this exc 
ornate historic theater. Your assistance in Granting the funds we have 
requested would put us that much closer to accompiishing that goei. Shou! 

rmation regarding eitner 
Our application or the overall restoration project, please do not hesitate 
to contact my office. I and members of our City staff will be happy to 
assist you in any way. 


c 


Sincerely vours, 


Sic 
ee 


ve 


ae 


Start f. Bach 
City Manager 


SABECTA 
enclosures 


cc: Administrative Services Division 
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> ; . 
Boyect TitleParamount (Saenger) Theater Restoration ee CES Tee 


gount of Grant Bue ae $ 60,000 


wnexshin of Property City of Texarkana, Texas 


En 


\ 


i eCs 7 LONe FORT GRANT = Ihe TD. soe Led PANCE FROM 
PE TEXAS HISTORTSHD, COMMISSION 


Development. XxX. 


u 


(At Veast <3 Dia gross) 


Mec. oi Property 219 Main Street, Texarkana, Texas 75501 = = 


act Parson: (A) Name a City Manager ae 


(B) Address P. O. Box 1967, Texarkana, Texas .75501 


a 


—_— 


(Cc) Bene Number (214) 794-3434 


Is the applicant willing Yo scompel yw ithe ther police ses anc. procecures) of 

Bae erent ee ae ae Ce Bate Oust Park Se ervice? Yes 
. eS , 

what is the source of the matching share of the restoration or 

qeaquass cuom costs? ..(rhe matching (Share cannotebe 6 lemmas) fron 

a source of federal funds; with the federal funds of the Housing 


Ce 


and Community Pie th Act Programs being the only eg Sie RE AID) 


“City of Texa Texarkana, Texas Urban Development Action Grant HUD EINE $200,000 (¢ 0 onstructio: 


City of Texarkana, Arkansas 235, 000 (Constructios 


Arkansas Arts and Humanities Commission 5000 (Canaan 
$449,000 


————_ 


Estimated costs by work categories should be -submitted for proposed oe 


VeReove lon BPLOJECeS - 


aS > wu 


Restore building insofar as possible to its original look of 1924: 
1) Repair and paint existing surfaces within the structure; 
2) Repair and/or replace mechanical systems including air conditioning and plumbing 


insofar as required; 
3) Repair and/or replace CHESS Suelo: including Honting and equipment required 


for stage; 
4) Repair and/or replace existing toilet facilities. and design them to fanate require- 


ments for the RENE SSS Mea Sy additional toilet facilities) ; 
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5S) Repair and/or replace deteriorated material on exterior of building (including cleaning 
masonry on face of building); 
6) Repair, reupholster, or replace existing seating; 
7) Replace floor coverings as required; 
8) Repair and/or replace deteriorated components of sprinkler system as required; 
9) Inspect and repair or replace roor; 
10) Remodel and refinish dressing rooms; 
11) Make renovations as required to satisfy Southern Standard Building Codes. 


~~ 
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Patt whee Pate ; cae E 


J oS iD} Ie We = ii 
IN MAR 2i i$8t ey 
CiTyY GF BI aaah Sh lS eed TEXAS | 


RO. BOX 1967, 755801 PHONE 2!14-7934-3434 


OFFICE OF THE CITY MANAGER March 18, 1980 


w MAR 29 Goon Ly 
Mr. Barry Wagner ne 
Texas Historical Commission 1EKA3 Hs 
P.O: “Box 12276; Capitol Station VORIGAl eG 
Austin, Texas 78711 


MR 
die: 1825 


Dear Barry: 


Please consider this request for $65,000 the first (and final) request 
for reimbursement under our $65,000 development grant for restoration 
of the Saenger Theatre. I am enclosing canceled checks totaling 
$131,938.36 paid to our contractor, as well as his billings. 


To bring our file up to date, I am enclosing copies of the ad- 
vertisement for bids, the two bids received, the resolution ap- 
proving the contract with Lacy Enterprises, Inc. and the contract 
itself, and a photograph showing the project signs in place. 


After a large contribution (over $800,000) to the project by the 

Perot Foundation, the City Council thought it fitting to rename the 
Theatre the Perot Theatre. However, the integrity of the building 

will not be altered by the name change. The "Saenger Theatre" stone 
lettering will remain on the facade, and small bronze lettering will 

be added to the street-level brick designating it as the Perot Theatre. 


Change Order Number One on the project is also enclosed, which covers 
some fairly minor additions and deductions to the project. As you are 
aware, in a restoration project of this size, there are going to be 
small changes throughout the process. We will do our best to keep the 
Commission informed of these alterations before they are officially 
executed. 


If there is any information which I have failed to provide you with, 
please do not hesitate to contact me. 


Sincerely yours, 


Hevens 


Candy Stevens 
Administrative Assistant 


Enclosures : 
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CHANGE & 


Distribution to: 


r! OWNER 5 
ORDER ARCHITECT 5 
-AlA DOCUMENT G70 CONTRACTOR 5 
FIELD ‘a 
OTHILR NE 
PROJECT: Saenger (Perot) Theater 
(name, address) Texarkena, Texas 


TO (Contractor): 


Lacy Enterprises, Inc, 6] 
PEON EBOX47/0 1 


Texarkana, Texas 75501 


[wy = 


You are directed to make the following changes in this Contract: 


cnange order additions and deductions with a 
attached sheet for continuation of items). 


PROJECT DEDUCTIONS: 


Nh) wROofagreveliccot teh $1,500.00 


WORK sy :5.c2), Bebe 8 Oo $1,680.00 


subject to availability of tunds. 


Hct Publ cere te 
: : b . ‘ on zecaed 


Pl @I my bs 3 Gad Cie 
7 ine Contractor indicates 


Ser and Architect. 


his agreement herewith, including any adjustment in the Contract Sum or Contract Time. 


The original (Contract Sum) 4Gearanteed adanimum-Gost) was ooo: . 


CHANGE ORDER NUMBER: One (1) 


INITIATION DATE: February 15, 1980 


ARCHITECT'S PROJECT NO: 


018-78 
CONTRACT FOR: 
Lump Sum 

CONTRACT DATE: 

The following list reflects both 
brief description of each item (see 
PROJECT ADDITIONS: 

1) New copper gutters......... $4,688. 

2) New downspout.............. bea 1 


3) Demolition & new channel 


iron work under balcony,... 23,9028 


4) Radiator box 
modifications 


5) Basement wall furr-out 


Rooms 4008 “80009. a) aigaad) $1,450. 


6) Additional ceiling 
WOE rOOmr0CS aay. ad Speer ete $ 


7) Addi tional internal 
downspout work 


Fea tO 1.2 we cae ele $ 1,679,747. 00 
Net change by previously authorized Se ee Oulart eons i ae ee ee $ -0O-. 
The (Contract Sum){Gtiaria teed MaximunrGostk prior to this Change Order was .......... $ 1,679,747. 00 
The (Contract Sum) Hot rHHeo a et Cost will be (increased) (decreased} ftrrehansed) 
by this Change Order ............... pike . pee oor teers ey Nk. adie anes 11,985- 64 
The new (Contract Sum) (Cun rontecdMaxinuarCestbincluding this Change Order will be ... $ E 


The Contract Time will be (Gnerensedi (decreased) (unchanged) by 


The Date of Substantial Completion as of the date of this Change Order therefore is 


Bell, Klein & Hoffman, Architects 


: 1,691,732-64 
(W=0=7) Days: 
December 31, 1980 


Authorized: 


& Restoration Consultants Inc. Lacy Enterprises, Inc. Citv.of Tenarkana, Texas 
ot SK 2 tid - — = Ace NOTE 
i WUE CONTRACTOR WV 

of “B Congress Avenue P.O. Box 701 p “O Bon 

ae ON TOGT 
Address Address® « ‘ 


Address 


AIA DOCUMENT G701_ CHANGE ORDER ie 
THE AMERICAN INSTITUTE © 


Texarkana, Texas 7550] 


.  Byeskey: GeE-To-Know' Perot Fax i 
F ARCHITECTS, 1735 NEW YORK ANE., NING? WASHINGTON, Dic ue serv ee 


Texarkana, Texas 79501 


DATE oxy 


{— 


G701 — 1978 
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TRUETT LATIMER Teer ALLISTSLICAY 
EXECUTIVE DIRECTOR poe a Gralettesigcrs £ 


eo se 


October 26, 1979 


Mr-stuart A. Bach 

City Manager 

City of Texarkana 

Po On BOX 196/ 
Texarkana, Texas 75501 


RE: Saenger Theater 
Dear Mr. Bach: 


Truett Latimer, State Historic Preservation Officer, is pleased to announce 
that the application for a $65,000 matching grant-in-aid as submitted by the 
Texas Historical Commission on behalf of the above-referenced project has 
been approved by the Heritage Conservation and Recreation Service, Department 
of the Interior. The proposed work, according to the procecures identified 
in the pians and specifications prepared by Bell, Klein & Hoffman and dated 
February 15, 1979, may begin immediately. The work of this phase of develop- 
ment must commence no later than January 25, 1980, and is to be completed by 
the Project End Date: January 1, 1981. If work does not commence by 

January 25, 1980, the $65,000 in grant monies will revert to the Texas 
Historical Commission Tor reallocation to another worthy project. 


Attached is the Project Application as approved by the Department of Interior: 


Item 2 lists the categories of project work with corresponding cost 
estimates for this phase of development. 


Additional project requirements are as follows: 


1. Archeological testing must be completed in areas proposed for 
excavation. 


Any changes in the scope of work or the methodology as prescribed in the 
before mentioned plans and specifications must receive the written approval 
of the Texas historical Commission prior to implementation. Significant 
changes in the estimated costs should also be brought to the attention of 
the Commission. 


Please refer to Part III of your copy of the Develonoment Projects Checklist 
for the Grant Recipient for project implementation. In Section C vou will 


P.O. BOX 12276 
AUSTIN TEXAS 78711 


sko’s Get-To-Know Perot Fax Service 
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Mr. Stuart A. Sach 
October 26, 1979 
Page 2 


note the required deed restrictions. These restrictions need be in effect 
until July 3}, 1994. If vou should have any further questions, please do 
not hesitate to contact us. 


We look forward to working with you in this valuable preservation project. 


Sincerely, 


Pe sane 
Cundh ULAMEL 
| 


Barry Wagner '! 
Arcnavect 
Tecnnical: Preservation Assistance 


oce, vecit- Eb. ourney 
Barney M. Davis, Sr. 
The Honorable Joe Jd. Fisher 
Mrs. Paul Belding 
Mr. Hobart Key, dr. 
Mrs. Ida Lou Moores Ames 
Bell, Klein & Hoffman Architects 


wid, \ 
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SAENGER THEATRE Restoration 


SCHEMATIC DESIGN PHASE SUBMITTAL 


for the 


CITY OF TEXARKANA, TEXAS 


Submitted by 


BELL, KLEIN & HOFFMAN 

Architects and Restoration Consultants, Inc. 
920 Congress 

Austin, Texas 78701 


David McCandiess Jr. ALtA/ASA - PLANERGY 
Acoustical Consultant 
Austin, Texas 


David Nancarrow 
Theater Consultant 
Austin, Texas 


This project is supported by a grant from the National Endowment for 
the Arts in Washington, D.C., a Federal Agency. 
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Advisory” Rie 
Counch Un | : 
Historic “ 
Preservation 


ee PS 2S SY ST SS A a 
1522 K Street NW. 
Washington D.C. 
20005 


AOT IL 24. 979 


Mr.-John Hansel 

Special Assistant for the Environment 
Economic Development Administration 
Room 7126 

Washington, D.C. 202 30 


Dear Mr. Hansel: 


On April 16, 1979, the Council received a determination from 
the Economic Development Administration that restoration of the 
Saenger Theater in Texarkana, Texas, would not adversely affect 
© the Theater, which is a property included in the National 
Register of Historic Places. The Executive Director does not 


object to your determination. 


A copy of your determination of no adverse effect, along with 
supporting documentation and this concurrence, should be included 
in any assessment or statement prepared for this undertaking in 
compliance with the National Environmental Policy Act and should 
be kept in your records as evidence of your compliance with 
Section 106 of the National Historic Preservation Act of 1966 

(16 U.S.C. Sec. 4/0f, <as -amended, 90*State b3zZ0)¢ 


Your continued cooperation is appreciated. 


Sincerely, 


Chief, Western Office 


of Review and Compliance EC E [ WV E 


MAY 10 1979 
NATIONAL REGISTER DEPARTMENT 
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United Stutes Departrnent of the 


HERTLAGE CONSERVATION AND RECREATION SH 
WASHINGTON. D.C. 20240 


“ P AOHASAIO ELE: 
IN REPLY REPRE IO TEXAS PISTARIGAL POMMISSHIS 
1 | 


AUG 21 (979 
Me. “Truett Latimer 
Executive Director 
Texas State Historical Commission 
P20 BOX 22/705 .Capitolastation 
AUSTIN. lexase7o/ 11 Re: Saenger Theater, 48-10302 


Dear Mr. Latimer: 


The Heritage Conservation and Recreation Service, Office of Archeology and 
Historic Preservation has obligated, with this project agreement, the 
amount of $65,000 in matching Historic Preservation Funds authorized by 
the National Historic Preservation Act. The minimum nonfederal share 
required for this project is $ 65,000. The project application dated 
August 8. 1979 has been reviewed and approved with any revisions 
to the scope of work or costs, and any special conditions detailed on the 
following page. 


The term of the project agreement is: 


beginning date: August 1, 1979 
ending date: August 31, 1981 


The project must be administered in accordance with all applicable regula- 
tions and procedures governing Historic Preservation Fund grants; the 
Grants Management Manual, particularly the general conditions governing 
grants, and special conditions detailed on the following page, if any. 

The required covenant or other preservation agreement must be executed in 
such a manner as to be legally enforceable. 


Reports of liquidations of advances should be submitted monthly, but not 
less frequently than quarterly. 


A copy of the completed Standard Form 424 is enclosed for your records. 
Sincerely, 
Stephén D. Newman 
Chief, Grants Administration Division 


Enclosure 
xX SF 424 


X_ Work Program and Budget Changes/Special Conditions (page 2) 
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WORK PROGRAM AND BUDGET CHANGES/SPECIAL CONDITIONS 


ee 


NUMBER: PROJECT TITLE: BEGINNING ENDING 
DATE: DATE: 
48-10302 Saenger Theater 8-1-79 8-31-81 


The following changes have been made to the project application by the Heritage 
Conservation and Recreation Service. (after conversation with grantee) \ 


Changes: 


Work/Cost breakdown: Application, Item 2) 


Delete: Overhead and profit SO Oa. 
Contingency $187,249 
A/E fees $109,000 


Nonfederal share (SF 424, item 13b) 
Change from: SIRT 96574 
£0: $1,009,700 


Project total (SF 424, item 13f and Application, item 2) 


Change from: $1,544,574 
toss 3S. 1..0 74700 


The grantee must insure that contractor(s) are selected in accordance with 
OMB Circular A-102, Attachment 0. Documentation to support selection of 
contractor must be maintained for audit verification. 


SPECIAL CONDITION: 


Prior to the expenditure of funds, the grantee must submit A-95 clearinghouse 
comments to the Heritage Conservation and Recreation Service. 


Lesko’s Get-To-Know Perot Fax Service 3 
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FEDERAL eae 2 ea ed 


CANT'S TION | = ee 
1. nee CO PREAPPLICATION APPLI- b. oe bag IDENTI- | b. DATE Year month dav 
ACTION [X] APPLICATION CATION es) 8 “Oirier | ASSIGNED iS 
Dehn is C NOTIFICATION OF INTENT (Opt) | reave 
box) CJ REPORT OF FEDERAL ACTION Blank 


4. LEGAL APPLICANT/RECIPIENT 5. FEDERAL EMPLOYER IDENTIFICATION NO. 
Sarnlieanitiaes . State Historic Preservation Office 74-6016195 
oresntation Uni . Texas Historical Commission 


_ Street/P.0, Box ~ Pe OcDOxXelee?© Kae a. NUMBER 1| He 0 14 
. City : Austin eee ere ee Wa hs GRAM [ b. TITLE 


(From 


. State : Texas eh Ti Coceagme! || Cee ; 
. Contact Person (Name 1Yruett Latimer Gatalog) Historic Preservation 


& telephone No.) 


7. TITLE AND DESCRIPTION OF APPLICANT'S PROJECT 8. TYPE OF APPLICANT/RECIPIENT 
ae ° A-Stat K-Com ity Action A 
Saenger Theater Development Project G-interatat IC Higher Educational fostitution 
° u c] moran tft 
Texarkana, Bowie County, Texas District K-Other (Specify) : 


The Saenger Theatre, built in 1924, was the largest EC iia 

and most opulent of any of the numberous theaters G-Spacia! Purpose i ee 
built in Texarkana. The project objective is to ae" Tee Cees 
restore the theater for use as a performing arts 


center. Matching share: City of Texarkana 


S. TYPE OF ASSISTANCE 
A-Besic Grant D—Insurance 


B-Supplementz! Grant E-Other Enter appro- 
C-Loan priate letter(s) A | 


SECTION 1—APPLICANT/RECIPIENT DATA 


10. AREA OF PROJECT IMPACT (Names of cities, counties, 11. ESTIMATED NUM- 12. TYPE OF APPLICATION 


States, etc.) BER OF PERSONS | A_New C-Revision E-Augmentation 
TEXAS BENEFITING B—Kenewal O—Continuation ; 
7 2 ,000 ,000 Enter appropriate letter 
13. PROPOSED FUNDING 14. CONGRESSIONAL DISTRICTS OF: 15. TYPE OF CHANGE (For I£c or 12¢) 
i A-Increase Dollers F—Other (Specify): 
a. FEDERAL | $ 65,000 .00/ s. APPLICANT b. PROJECT B Decrease Doers Sie 
. | tion 
b. appuicast| 1,479,574 Statewide 1 D-Decrease Duration N/A 
| 16. PROJECT START 17. PROJECT E-Canceilone 
DATE Year month day py were Enter appro- (cee 
é. Local —| .00 - 19/9 Q8 O Moutha priate letter(s) |_| 
e. OTHER 00 | 18 ESTIMATED DATE TO Year month day |19. EXISTING FEDERAL IDENTIFICATION NUMBER 
a7) 7 BE SUBMITTED T 
FEDERAL AGENCY pm 92/95 OSes 
20. FEDERAL AGENCY TO RECEIVE REQUEST (Name, City, State, ZIP code) 21. REMARKS ADDED 
OAHP, HCRS, Washington, D.C. 20240 i aeretine 
= || 722, a. To the best of my knowledge and belief, | b. If required by OMB Circular A~95 this application was submitted, pursuant to in- Nore Response 
°o data in this preepplication/application ere structions therein, to appropriate clearinghouses and all responses are attached: sponse attached 
5 THE true and correct, the document has been 4 
S| APPLICANT | duly authorized by the goveming body of] Governor's Office of Budget and Planningy a 
| CERTIFIES | the applicant and the epplicant will comply | () 
| THAT > with the attached sssurances if the axist-| « Ark-Tex Councf] of Governments C] 
i elas ge @) will be ai upon/¥ recei ot ‘= 
= IEEE. a. TYPED NAME AND TITLE c. DATE _— 
& | CERTIFYING Fy Year month day 
5 | REPRE- Truett ae State 2 
"| SENTATIVE Jobin 79 08 08 
24. AGENCY NAME 25. APPLICA: Yeor month day 


RECEIVED 19 


26. ORGANIZATIONAL UNIT 27. ADMINISTRATIVE OFFICE 28. FEDERAL APPLICATION 
IDENTIFICATION 


0 Yes (jNo 
b. FEDERAL AGENCY A-395 OFFICIAL 
(Name and telephone no.) 


oe WITHDRAWN 
38. 


FEDERAL AGENCY 
A-95 ACTION 


=z 

co 

5 29. ADDRESS 30. FEDERAL GRANT 

: IDENTIFICATION 

= 

& | 31. ACTION TAKEN | 32 SERDING Seal edicts PY Your month day 
< STARTING 

= | Dy «. AWARDED a. FEDERAL .00 | 33. ACTION DATE > DATE 19 

had 35. CONTACT FOR ADDITIONAL INFORMA- | 36. 

Ss oO b. REJECTED b. APPLICANT .00 TION S(Name ond) telephone nusabers aes Year month day 
if ( c RETURNED FOR DATE 19 

= AMENDMENT 37. REMARKS ADDED 

: [D ¢. DEFERRED 

[re 

nn 


a. In taking above action, sny comments received from clearinghouses were con- 
sidered. If agency response is due under provisions of Part 1, OMB Circular A-95, 
it has been or is being made. 


-STANDARD FORM “h2A PAGE 1 Nee 
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PROJECT APPLICATION 
Saenger Theater Development Project 


Texarkana, Texas 


1. The subgrantee and owner of the property is the City of Texarkana, 
P. 0. Box 1967, Texarkana, Texas 75501. 


2. Major work categories: 


Masonry 
Brick Repointing $ 6,500 
Cast stone 16,000 
Tile coping repair 37500 
Metals 
Fire escapes 28 ,000 
Marquee 8,000 
Stairs 1,200 
Carpentry 
Finish carpentry 47,000 


Moisture protection 


Built-up roofing system 22 ,000 
Clay tile roofing 13,000 
Gutter and downspouts 7,000 
Marquee roof 3,600 


Doors, windows and glass 


Glass 300 
Metal doors 12,000 
Interior doors 2,000 
Windows legS00 
Finishes 
Carpet 23,000 
Floor coverings 11,000 
Plastering 70,000 
Painting 35,0005 
Ornamentation, decoration 90,000 
Scaffolding 40 ,000_ 


Specialties 
Bathroom modifications 13,000 
Lesko’s Get-To-Know Perot Fax Service 


For more information on 
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PROJECT APPLICATION 
Saenger Theater Development Project 


Texarkana, Texas 


Furnishings 


Seating $ 88,000 
Draperies and curtains 11,000 


Special Construction 


Sound isolation 1,300 
Stage lighting system 88,000 
Miscellaneous stage equipment 8,000 
Mechanical 
Air-conditioning/heating 185,000 
Plumbing 60,000 
Electrical 
Service and equipment 180,000 
Total estimated construction cost $1,085,500 
Overhead and profit 1625825 
Contingency 187,249 
A/E fees 109 ,000 


TOTAL ESTIMATED PROJECT COST $1,544,574 


All contributed non-Federal share has been verified by the Texas Historical 
Commission and valued in accordance with OMB Circular A-102, Attachment F. 


Pre-approval costs are not applicable to this project. 


List of non-Federal share: 


Donor: City of Texarkana 

Source: Revenue sharing funds 

Kind: Cash 

Amount: $296 ,000 

Donor: City of Texarkana 

Source: Community Development funds 

Kind: cash 

Amount $60 ,000 

Donor: City of Texarkana 

Source: EDA Grant 

Kind: Cash : 
Amount: $600 ,000 Lesko’s Get-To-Know Perot Fax Service 
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16. 


PROJECT APPLICATION 
Saenger Theater Development Project 


Texarkana, Texas 


Donor: City of Texarkana 

Source: Private contributions 

Kind: Cash 

Amount: $5233574 \ 


There are no other Federal or non-Federal funds to be concurrently applied 
to this property. 


Program income is not applicable to this project. 
Donated real property as matching share is not applicable to this project. 


The Uniform Relocation Assistance and Real Property Acquisition Policies 
Act of 1970 is not applicable to this project. 


The project work will be carried out in conformance with the "Secretary 
of the Interior's Standards for Historic Preservation Projects." 


See attachment "A" 
Principal project personnel: 
State Project Supervisor: Barry A. Wagner 
Architect 
Texas Historical Commission 
Pe One Box: 12276 
Austin, Texas 78711 
Project Architect: Bell, Klein & Hoffman 
Architects and Restoration Consultants, Inc. 
920 Congress 
Austin, Texas 78701 
Project Contractor: Will be selected by public bid 
The Flood Disaster Protection Act of 1973 is not applicable to this project. 


This project is in compliance with clearinghouse procedures listed in OMB 
Circular A-95 and clearinghouse comments will be forwarded upon receipt. 


Enclosed are two 8 x 10 black and white photographs of the property. 


No additional remarks. ei 
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RESOLUTION NO. 2313 


RESOLUTION OF THE ARK-TEX COUNCIL OF GOVERNMENTS WITH REVIEW AND COMMENT 
ON A STATE APPLICATION (TEXAS HISTORIC PRESERVATION OFFICE) SUBMITTED 

ON BEHALF OF TEXARKANA, TEXAS TO ASSIST IN RESTORATION OF SAENGER THEATER 
FOR USE AS A PERFORMING ARTS CENTER FCR A GRANT IN THE AMOUNT OF $65,000 
WITH $1,479,574 IN LOCAL MATCH. 


WHEREAS, under Section 204 of the Demonstration Cities and Metropolitan 
Development Act of 1966 and Title IV of the Intergovernmental Cooperation 
Act of 1968, the Ark-Tex Council of Governments has been designated as the 
area wide agency to review certain applications for which federal financial 
assistance is requested, and 


WHEREAS, it is desirable and in the public interest that certain development 
plans be reviewed by the Ark-Tex Council of Governments for their consistency 
with the overall development of the Region. 


NOW, THEREFORE BE IT RESOLVED BY THE ARK-TEX COUNCIL OF GOVERNMENTS: 


Section ] - That the State Application submitted on behalf of Texarkana, 
Texas to assist in restoration of the Saenger Theater for 
use aS a performing arts center for a grant in the amount of 
$65,000 with $1,479,574 in local match from the Office of 
Archeology and Heritage Conservation and Recreation Service 
has been reviewed by the Board of Directors and can reasonably 
be expected to become a part of the overall Regional Plan. 


Section 2 - That the above mentioned improvements are desirable and urgently 
needed for the public safety and welfare. 


PASSED, ADOPTED, SIGNED, AND APPROVED this 6th day of September, 1979. 


Ark-Tex Council of Governments 


ATUEST + 
Bobb . Likes Secretary 
Ark-Tex Council of Governments CERTIFICATION 
I HEREBY CERTIFY THAT THIS IS A 
TRUE AND CORRECT COPY OF 
’ T 
Lesko’s Get-To-Know Perot Fax Service [jCOG MINUTES ee eset 
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EXECUTIVE DIRECTOR 
on 


July 10, 1978 


Mr Std reine Back 

City ianager 

Citv of Texarkana, Texas 
P. 0. Box 1967 
Texarkana, Texas 75501 


Re: Saenger Tnesree 
Dear Mr. Eacn: 


d Please be assured that the Texas Historical Commission shares your 
concern for the preservation of the Saencer Theatre in Texarkana. 

$30,090 has been set aside by the Commission to assist in the nmre- 

posed preparation of plans and specifications by Pell, Klein and “offmen. 
Your grant application for develonment funds is on file at our office 

and wili be considered by the Commission for Fiscal Year 1979 assistance. 


New Guidelines for Planning Crents are being prépared and will he 
forwarded to your attention upon completion. If vou should have any 
questions at this time, please do not hesitate to contact Joe Cpnermann 
of my staff (ac 512) 475-3004. 


We look forward to working with you in this important preservation 
project. 


Sincerely, 
Truett Latimer 


State Historic 
Preservation Officer 


TL/vj 
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‘Wednesday, May 27, 1981 


©7he Dalles Morning News, 198) 


comeback 


By Sheila Taylor 


orf Writer of The News 


remember going to the show. These people are 
4 a little older than those who recall going tn 
the movies and much older than those who currently 
' see a film. 
nes People of that certain age who grew up in Texar- 
P kana, Texas, went to the Paramount for the best show 
in town. It was the kind of theater where your feet 
‘tuck to the floor when you edged between the rows, 
where the cloying blend of popcorn and candy scents 
tended to make adults squeamish and children ra- 
‘enous. And 1t was the kind of theater where kids sat 
os Close to the screen as possible, paying no attention 
to mama’s warning, “You'll ruin your eyes down 


ae EXARKANA, Texas — People of a certain age 


fawsder sans tie nen S. 


In other words. it was the kind of theater most 
every other American attended regularly, when 


_ FAMILY 


% Rillv Boh‘s Texas isn’t only for night people. ME & 


MY KID, Page 2C, 


cing to the shaw” was something everybody could 
ford 


But the Paramount was special, It was so gosh darn 
iancy The Texarkany youngsters looked at the box 
= suspended on each side of the stage and specu- 

ied how it would be to see a show from such a un- 
.jur vantage point. 


OFTEN. BEFORE the lights were dimmed, a few 
“reeched way back in their seats, staring up at the 
aester bas-relief and trying to figure out how the 
heck taey got those neat designs up there, and didn’t 
\bose orange light bulbs sure cast a neat glow? The 
«whole place looked so ghostly, but so beautiful. The 
Paramount Theatre definitely was the best picture 
show anywhere. 

back then, going to the show was a primary source 
of entertainment — as important as the actual show 
or movie itself, because going to the show was some- 
thing a kid could do alone, with his best friend or 
with the whole family. 


i 
A 


Ross Perot and his sister, Bette, grew up appreciat- 
ing the Paramount's finer points. 


The Perot Theatre is as 
dazzling as a diamond 
and as spectacular as a 
real ice-cream soda made 
with real ice cream. 


Once a month, we ate at Bryce’s Cafeteria, and 
then went to the show,” says the Texarkana native 
who went on to make a fortune in electronics in Dal- 
ivs "But Dad had little faith in buildings, so we al- 
<).s satin those four seats way right back there,” he 
oid, pointing to a row toward the back of the theater 


> 1) Dad still were alive, he might have plenty of 

{uth in that particular building. because now it bears 

os as name, The Paramount has been spruced up to the 

\uue of $2 million, dedicated to Gabriel Ross and Lulu 

May Perot. and now it's open for business. Show busi- 
yeas, that is— mostly live theater and concerts. 


THE THEATER, designed in Italian Renaissance 
-tyle by Emil Weil, was built in 1924 as the most opu- 
lent link of the Saenger Amusement chain. (It origi- 


-POWER 
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The Dallas Morning News: Howard Castleberry 


nally was called the Saenger but was renamed the Par- 
amount in 1931). 


MDREA 8G 


‘Today 


Che Dallas Morning News 


Electronics millionaire Ross Perot 
(above, left) and Texas Gov. Bill 


Live productions and first-run movies wéré of- ‘Clements helped open the doors to the 


fered in the building until the 1960s, when the theater 
gradually went into an economic decline, along with 
most other downtown theaters in the United States. 


By the late 1960s, the only films shown there were 
black action films, a situation that might have seemed 
ironic to the blacks who remembered the “colored” 
entrance they were required to use qnly a few years 
earlier. 


The City of Texarkana bought the theater in 1977 
and obtained a grant from the National Endowment 
for the Arts to hire the Austin firm of Bell, Klein and 
Hoffman, specialists in historic preservation. About: 
$1.2 million was raised from the Texas State Historical 4 
Commission, the Economic Development Administra- / 


renovated Perot Theatre. Formerly 

the Paramount, the theater was re- 

named for Perot’s parents after the 

Texarkana native donated $800,000 of 

the $2 milliog needed for restoration. 
= 2 roi 


hee 
aG 5 


» 


th oy 
eg 
ter) didn’ 


t' look as good then.as it does 


tion, the Housing and Community Development and.’ now,” he says. “It’s all brightened up now: Last night I 


Texarkana citizens. Then the city approached Perot, 
hoping he might take an interest in the project. He 
donated $800,000, and the city named the theater for : 
his parents, both lifelong Texarkana residents. 

During the restoration, some of the original 
plasterers were brought in from Dallas and Little 
Rock, and painters came from Wisconsin. The 1,600 
chairs were refurbished in Michigan, and the carpet 
was milled in London. 


The result? The Perot Theatre is as dazzling as a 
diamond and as spectacular as a real ice-cream soda 
made with real ice cream. . 

Julius Hatchett remembers the theater, as well he 
should. He was one of the first projectionists. “I was a 
charter member of the union,” he said at the recent 
dedication, and he pulled out his wallet. Sure enough. 
There was the union card with his name and date of 
initiation — March 21, 1915S. 


tried to find some records from back then, but they 
must have gotten lost. Several of us worked here, but 
most all the others.are deceased now.” 


rearety 
Tpit, .IN HIS $6 YEARS as a projectionist, he believes the 

“most popular movie of all was Gone With The Wind. 
“We ran it at all the theaters in town.” 

But his personal favorite was Dr. Zhivago. “I liked 
it so well. I loved that picture. It ended bad, though. It 
had such a sad ending. I didn’t like that part.” 

Offhand, he can’t remember the last movie he saw, 
but he knows whatever it was, he saw it on TV and not 
in a theater. “Television hurt the movie business 
here. It really hurt. We finally had to close down some 
of the places,” he says. 

But one of those places — the very best of the lot — 
didn’t have a.sad ending after all. The old 
Saenger/Paramount with its brand new name is all set 
to live happily ever after. 
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EDS Starts Out As 
Home Based Business With Perot’s 
Mother On Board Of Directors 


Original 1962 Articles of Incorporation for EDS showing 
Perot’s home address as company’s address, along with 
complete list of original Board of Directors, which 
includes his mother. Source: Texas Division of 
Corporation, Secretary of State, 1019 Brazos, Room 831, 
Austin, TX 78701; 512-463-5586. 


ARTICLES OF INCORPORATION 


OF 


ELECTRONIC DATA SYSTEMS LEASING CORPORATION 


Was the undersigned, natural persons of the age 
of twenty-one (21) years or more, at least two of whdm are 
citizens of the State of Texas, acting as incorporators of 
a corporation under the Texas Business Corporation Act, do 
hereby adopt the following Articles of Incorporation for 


such corporation: 


ARTICLE ONE 
The name of the corporation is ELECTRONIC DATA 


SYSTEMS LEASING CORPORATION. 


c 


ARTICLE TWO 


The period of its duration is perpetual. 


ARTICLE THREE 
The aggregate number of shares which the Com- 
pany shall have authority to issue is ten thousand (10,000) 


of the par value of One Dollar ($1.00) each. 
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ARTICLE FOUR 

The purposes for which this corporation is or- 
ganized are: 

(a) To engage in the business of purchasing, sell- \ 
ing, renting, leasing, subleasing, hiring, assigning, schedul- 
ing and managing unallocated computer time and the rights to 
use data processing machinery and equipment belonging to others 


for periods of time while such machinery and equipment is not 


being used and operated to process data for the owner thereof. 


(b) To establish, maintain, erect and repair an of- 


fice building in the State of Texas. 


(c) To lease, purchase, sell or subdivide real prop- 
erty within incorporated towns, cities or villages in the State 
of Texas and their suburbs not extending more than two miles 
beyond their corporate limits, and to lease, sell or subdivide 
real property in any unincorporated city, town or village in 
the State of Texas or the suburbs thereof not exceeding two 
miles in any direction from the courthouse ‘or depot nearest 
the center of such city, town or village, or pce the center 
thereof, if there be no courthouse or depot. | 

(ad) To engage in the business of purchasing and sell- 


ing goods, wares, and merchandise, either at wholesale or retail. 
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ARTICLE FIVE 
The corporation will not commence business until 
it has received for the issuance of its shares considera- 
tion of the value of One Thousand Dollars ($1,000.00), 
consisting of money, labor done or property actually re- 
ceived, which sum is not less than One Thousand Dollars 


(S1220008 00,)s: 
ARTICLE SIX 
The post office address of its initial registered 
office is 6041 Linden Lane, Dallas 30, Texas, and the name 


of its initial registered agent at such address is Henry 


Ross Perot. 


ARTICLE SEVEN 
The number of directors constituting the initial 
board of directors is five (5), and the names and addresses 
of such persons who are to serve as directors until the 
first annual meeting of the shareholders or until their 


successors are elected and qualified are: 


Name Address 
Henry Ross Perot 6041 Linden Lane 


Dallas 30, Texas 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call I-800-955-POWER 


ss 


99 


Name 


Margot B. Perot 


Lulu May Perot 


Margaret Bette Perot 


D. C. W. Birmingham 


ARTICLE EIGHT 


Address 


6041 Linden Lane 
Dallas 30, Texas 


7144 Robinhood 
Fort Worth, Texas 


7144 Robinhood 
Fort Worth, Texas 
617 Ridgeway ‘ 
Greensburg, Pennsylvania 


The names and addresses of the incorporators are: 


Name 


Henry Ross Perot 


Margot B. Perot 


Lulu May Perot 


Margaret Bette Perot 


Address 


6041 Linden Lane 
Dallas 30, Texas 


6041 Linden Lane 
Dallas 30, Texas 


7144 Robinhood 
Fort Worth, Texas 


7144 Robinhood 
Fort Worth, Texas 


IN WITNESS WHEREOF, we have hereunto set our 


‘iy. aes 
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“Henry Ross Perot) 


Macace B. Perot) 


(Lulu M Perot) 


duecvanae Bette Perot) 
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ie therein contained are true. 


THE STATE OF TEXAS { 
COUNTY OF DALLAS {X 


I, BARRIETT NICHOLS , a Notary Public, 
do hereby certify that on the oe day of ay ee ; 
1962, personally appeared before me HENRY ROSS PEROT and 
MARGOT B. PEROT, who each being by me first duly sworn, sev- 
erally declared that they are two of the persons who signed 
the foregoing document as ane Or pcrators; and that the state- 


) J 
(S_ ? 
ffevre tl ane 
Notary Public in and for Dallas 
County, Texas 


SLR RITT NICHOTS 
THE STATE OF TEXAS { 
COUNTY OF /).wi/4s YX 
I, HARRIETT MICHOYS , a Notary Public, 


do hereby certify that on the 1674 day of _.4..% F 
1962, personally appeared before me LULU MAY PEROT and 
MARGARET BETTE PEROT, who each being by me first duly sworn, 
severally declared that they are two of the persons who signed 
the foregoing document as incorporators, and that the state- 
_ments therein contained are true. 


CA ere hes Notary Public in and for eee 


County, Texas 


: mcreys 
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Perot Foundation Gives Scholarships 
To Children Of EDS Employees 
And Of Perot’s Graduating Class 

From Annapolis 


Original 1969 Articles of Incorporation for The Perot 
Foundation, which gave preference to children of Perot’s 
graduating class at Naval Academy, children of EDS 
employees, and children of MIAs and POWs. Source: 
Texas Division of Corporation, Secretary of State, 1019 
Brazos, Room 831, Austin, TX 78701; 512-463-5586. 
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ARTICLES OF INCORPORATION 
OF 


THE PEROT FOUNDATION 


We, the undersigned natural persons of the age of twenty-one 
(21) years or more, all of whom are citizens of the State of Texas, acting 
as incorporators of a corporation under the Texas Non-Profit Corporation 
Act (hereinafter called the Corporation), do hereby adopt the following 
Articles of Incorporation for the Corporation: 
ARTICLE ONE 
The name of the Corporation is THE PEROT FOUNDATION. 
ARTICLE TWO 
The Corporation is a non-profit corporation and no part of its 
net earnings shall inure to the benefit of any private shareholder or indi- 
vidual. 
ARTICLE THREE 
The period of duration of the Corporation is perpetual. 
ARTICEE FOUR 
The purposes for which the Corporation is A Lee ane for which 


it shall be operated exclusively are: 
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To grant scholarships to deserving, needy students 
at undergraduate or graduate educational levels under 
terms and conditions prescribed by the Board of Directors 
in such amounts and for such times as shall be determined 
by the Board of Directors. In the granting of such scholar- 
ships, provided they otherwise qualify under this purpose 
and the terms and conditions prescribed by the Board of 
Directors, preference shall be given to: 


children of employees of Electronic Data Systems 
Corporation, its successors and assigns, provided, 
however, that no scholarship may be granted to a 
child of a director or an officer of Electronic Data 
Systems Corporation and its successors and assigns; 


children of members of the United States Naval 
Academy Graduating Class of 1953; 


children of graduates of the United States Naval 
Academy who are killed in action, disabled in the 
service of their country, or held as prisoners of 
war or otherwise detained by a hostile power. 


Under no circumstance shall any scholarship ever be granted 
to a child of any person who is or who has at any time served 
as a member of the Board of Directors. 


To make grants to such colleges, universities and service 
academies as shall be selected by the Board of Directors for 
such scientific and literary or educational purpose or purposes 
as shall be specified by the Board of Directors, 


To promote, aid, foster and participate in basic research 
on the application of data processing to any and all social prob- 
lems, suchas, by way of illustration and not limitation, crime 
detection and medical data banks. 


To aid and foster any worthy civic enterprise by contri- 
butions to acquisition, construction, improvement or repair 
of facilities and by contributions to operating funds or for any 
other appropriate purpose. 
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To aid and assist the law enforcement and fire depart- 
ments of Dallas, Texas, in developing means and methods 
of operation and in obtaining means, facilities and benefits 
equating with or superior to any other city of the first class. 


To aid and assist deserving persons by gifts and loans 
to the end that the innate capacities of such persons may be 
developed to the fullest extent; and as loans are made they 
may be made without regard to ordinary business principles 
and not as investments but with the realization that while 
treated as loans they may later be regarded as gifts, subject, 
however, to the condition that no gift or loan may be made to 
any director or officer of Electronic Data Systems Corpora- 
tion, its successors and assigns, and their children and 
descendants, or to any person who is or who has served as 
a member of the Board of Directors, and their children and 
descendants. 


To aid such religious, charitable, scientific, literary 

or educational uses or purposes as in the judgment of the 

Board of Directors shall be in the furtherance of the public 

welfare and tend to assist, encourage and promote the well- 

doing and well-being of mankind or of deserving persons or 

the inhabitants of any community. 

The enumeration of specific purposes in these Articles shall not 
be deemed to be a limitation upon the scope of the general purpose set out 
above. 

AR TAC LE rive 

No substantial part of the activities of the Corporation shall con- 
sist of carrying on propanganda or otherwise attempting to influence 
legislation and the Corporation shall not participate or intervene in 


(including the publication or distribution of statements) any political cam- 


paign on behalf of any candidate for public office. 
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ARTICLE SIX 
In furtherance of its purposes as aforesaid, the Corporation shall 
have all of the powers enumerated in Article 2.02 of the Texas Non-Profit 
Corporation Act. 
ARTICLE, SEVEN 
The Corporation shall have no members. 
ARTICLE EIGHT 
The street address of the initial registered office of the Corporation 
is 1300 EDS Center, Exchange Park, Dallas, Texas 75235, and the name 
of its initial registered agent at such street address is Ross Perot. 
ARTICLE NINE 
The number of directors constituting the initial Board of Directors 
of the Corporation is seven (7) and the names and addresses of the persons 
who are to serve as the initial directors are: 
Name Address 


Ross Perot 1300 EDS Center, Exchange Park, 
Dallas, Texas, 75235 


Margot Perot 5519 Drane Drive, Dallas, Texas 

Mrs. G. Ross Perot 7144 Robinhood Lane, Fort Worth, Texas 
Margaret Bette Perot 7144 Robinhood Lane, Fort Worth, Texas 
Milledge A, Hart, Hl 1300 EDS Center, Exchange Park, 


Dallas@ Texas 75255 
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Thomas J. Marquez 1300 EDS Center, Exchange Park, 
Dallas; Texas #75235 


Jonny l sWalterhaJa 1300 EDS Center, Exchange Park, 
Daliasy Texas 275235 


ARTICLE TEN 


The names and addresses of the incorporators of the Corporation 


\ 
are: 
Name Address 
Ross Perot 1300 EDS Center, Exchange Park, 
Dallas, Viexasy. (5225 
Margot Perot ' 5519 Drane Drive, Dallas, Texas 
Mrs. G. Ross Perot 7144 Robinhood Lane, Fort Worth, Texas 


ARTICLE ELEVEN 

In the event the Corporation is dissolved, all of its liabilities and 
obligations shall be paid, satisfied and discharged, and all of its assets 
and properties then remaining shall be distributed in their entirety to, or 
in such proportions as the Board of Directors shall determine to, such 
organization or organizations as shall be selected by them and which are 
exempt from income tax under the provisions of Section 501(c)(3) of the 
Internal Revenue Code or the corresponding provisions of any subsequent 
revenue law or which are exempt from income tax or bequests to which are 
deductible for death tax purposes under any other laws of tne United States 


of America. 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


108 


IN WITNESS WHEREOF, we have hereunto set our hands this 


th 
4A day of March, 1969. 


2 Ae * ; 


- 


ane 


Ross Perot 


Bi : ¢ ae wi 
Margot Perot 


! 


< 


, om A 


Mrs. G. Ross Perot 
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THE STATEAOF TEXAS ] 


COUNTY OF DALLAS j 


te VE , a Notary Public, do 


hereby certify that on this 24+ ¥ of March, 1969, personally appeare 
before me; ROSS PEROT, MARGOT PEROT and MRS, G. ROSS PEROT, 
who each being by me first duly sworn, severally declared that they are 
the persons who signed the foregoing document as incorporators, and that 
the statements therein contained are true. 


IN WITNESS WHEREOF, I have hereunto set my hand and seal 
the day and year above written. 


My commission expires 
June 1, 1969. 
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ARTICLES OF AMENDMENT Seong? the ou & 
TO MY og Me 
ARTICLES OF INCORPORATION OF S,-© of, 
OF Noy. ope 
THE PEROT FOUNDATION ro. 99 19 Stag 
"at “9D 
28 5 
Cty 
Pursuant to Article 1396-4.03 of the Texas Non-Pré£it 


Corporation Act, the undersigned corporation adopts’ the 
following Articles of Amendment to its Articles of 
Incorporation: 


ARTICLE ONE 


The name of the corporation, which is a Texas non-profit 
corporation, is The Perot Foundation, and the corporation has 
no members. 


ARTICLE TWO 


The following amendment to the Articles of Incorporation 
was adopted by consent in writing by all of the directors of 
the Board of Directors of the corporation, so that the 
Articles of Incorporation shall be amended by adding the 
following new Article Twelve thereto, as follows: 


“ARTICLE TWELVE 


The Corporation shall indemnify its directors 
to the fullest extent provided by law. No 
Girector of the Corporation shall be liable 
to the Corporation or its other directors for 
monetary damages for an act or omission in 
the director's capacity as director, except 
that this article does not eliminate or limit 
the liability of a director to the extent the 
Girector is found liable for: 


(1) a breach of a director's duty of 
loyalty to the Corporation or its directors; 


(2) an act or omission not in _ good 
faith that constitutes a breach of duty of 
the director to the corporation or an act or 
omission that involves intentional misconduct 
or a knowing violation of the law; 


(3) a transaction from which a director 
receives an improper benefit, whether or not 
the benefit resulted from an action taken 
within the scope of the director's office; or 
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(4) an act or omission for which the 
liability of a director is expressly provided 
by an applicable statute. 


This Article Twelve shall be deemed to incorporate 
by reference any further amendments to applicable law 
that further limit or eliminate the personal liability of 
directors. 


Any repeal or modification of all or part of this 
Article Twelve by the directors of the corporation Bore A 
not adversely affect any right or _ protection 
Girector of the corporation existing at the time of ane 
repeal or modification. 


Dated: __///2/7e , 1990. 


THE PEROT FOUNDATION 


” 


Me 2) 
: be 
By: oe 


‘Sally Bell, Secretary 
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RON-PROFIT 
FILING FEE - $5.00 ot 
| ED 
STATEMENT OF CHANGE OF REGISTERED Secrezar© tice of y, 
OFFICE OR REGISTERED AGENT OR BOTH Y Of State of +© 


BY A TEXAS WON-PROFIT CORPORATION 


Cor, 


; Porat 
1. The name of the corporation is The Perot Foundation lations Seoy 


i a a so et ee A an a 


2. The address, including street and number, of its present registered office 
as shown in the records of the Secretary of State of the State of Texas before 


filing this statement iS 1360 EDS Center, Exchange Park, Dallas, Texas 75235 


Pe 


ee EEE 


3. The address, including street and number, to which its registered office is 
to be changed is 12377 Merit Drive, Suite 1700, Dallas, Texas iisvaopt 


(Give new address or state “no change") 


4, The name of its present registered agent, as shown in the records of the 
Secretary Bf State of the State of Texas, before filing this statement is 
Ross Perot 


jo eee 


5. The name of its new registered agent is J. Michael Poss 


——— ne 


(Give new name or state “no change") 


6. The address of its registered office and the address of the business office 
of its registered agent, as changed, will be identical. 


7. Such change was authorized by: (Check One) 
x A. The Board of Directors. 


B. An officer of the corporation so authorized by the Board of 
Directors. 


C. The members of the corporation in whom management of the 
corporation is vested pursuant to article 2.14C of the 
Non-Profit Corporation Act. 3 

Sable, 


Sally Bell, Secretary 
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The State of Texas 
Secretary of State 


APR C2» 1990 


ROSS PEROT» REGISTERED AGENT 
THE PEROT FOUNDATION 

1300 EDS CENTER EXCHANGE PARK 
DALLAS» TX 75235 


RES THE PEROT FOUNDATION 
CHARTER NO. 00258734-01 


DEAR SIR OR MADAM? 


YOU ARE HEREBY NOTIFIED THAT ARTICLE 1396-9.0l5 TEXAS NON-PROFIT 
CORPORATION ACT» REQUIRES NON=PROFIT CORPORATIONS TO FILE THE 
ATTACHED REPORT WITH THE SECRETARY OF STATE. THE FILING FEE IS $5. 


THE CORPORATION SHOULD RETURN ONE COPY OF THE REPORT TO THE 
SECRETARY OF STATE ANO RETAIN THE OTHER COPY FOR ITS PERMANENT 
RECORDS. 


FAILURE TO FILE THIS REPORT WITHIN 30 DAYS FROM THE ABOVE DATE 

WILL RESULT IN THE FORFEITURE CF THE CORPORATION*S RIGHT TO CONDUCT 
AFFAIRS IN THE STATE OF TEXAS. SUBSEQUENTLY» THE CORPORATION *S 
CHARTER WILL BE FORFEITED PURSUANT TO ARTICLE 1396-9.02Es TEXAS 
NON-PROFIT CORPORATION ACT. 


IF YOU HAVE ANY QUESTIONSs PLEASE DO NOT HESITATE TO CONTACT. 
THIS OFFICE. 


SINCERELY» 


CORPORATIONS SECTION 
STATUTORY FILINGS DIVISION 
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SECRETARY OF STATE 
STATUTORY FILINGS DIVISION 
CORPORATIONS SECTION 
P.O. BOX 13697 
AUSTIN, TEXAS 78711-3697 
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ARTICLES OF AMENDMENT FESS Re. ee 


TO ee eee 


TO THE 3 tisd ip 1 ie of the 
N Siang of Stake oc Texas 
ARTICLES ante tay ech oe : vais nf le Ant 19. 7e 


THE PEROT FOUNDATION | 


\ 


Pursuant to the provisions of Article 4.03 of the Texas Non- 
Profit Corporation Act, the undersigned corporation adopts the follow- 
ing Articles of Amendment to its Articles of Incorporation which make 


certain changes required by the Tax Reform Act of 1969. 


1. The name of the corporation is THE PEROT FOUNDATION. 
2. The following Amendment to the Articles of Incorporation 
was adopted by the corporation on April 14, 1970: 


Article Five of the Articles of Incorporation is hereby 
amended by adding thereto the following: 


Notwithstanding any other provision of the Articles 
the corporation shall not carry on any other activities 
not permitted to be carried on by a corporation exempt 
from Federal Income Tax under Section 501 (c) (3) of 
the Internal Revenue Code as it now exists or as it may 
hereafter be amended, or by a corporation, contribu- 
tions to which are deductible under Section 170 (c) (2) 
of the Internal Revenue Code as it now exists or as it 
may hereafter be amended, nor shall the corporation 
perform any act which will incur any excise tax under 
Sections 4941, 4942, 4943, 4944 or 4945 of the Internal 
Revenue Code as they now exist or as they may here- 
after be amended. 


"The corporation shall, comply with Section 508 (6) (1) 
of the Internal Revenue Code as it now exists or as it 
may hereafter be amended by distributing its incdme 
for each taxable year at such time and in such manner 
as not to subject it to taxes for failure to distribute 
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income under Section 4942, and by never engaging in 
any act of self-dealing (as defined in Section 4941 (d), 
or by retaining any excess business holdings (as 
defined in Section 4943 (c)), or by making any invest- 
ments in such manner as to subject it to taxes under 
Section 4944, or by making any taxable expenditures 
(as defined in Section 4945 (d)). 


3. The Amendment was adopted at a meeting of the Board of 
Directors held on April 14, 1970, and received the unanimous vote of 
the directors in office, there being no members having voting rights 


in respect thereof. 


Dated this 14th day of April, 1970. 


THE PEROT FOUNDATION 


Cinage Pi 
{_/ ~ =< 
a 


“President 


And 
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State of TEXAS if 


County of DALLAS Y 


ns John A Eads , a2 Notary Public, do hereby 


certify that on this 14th day of April, 1970, personally appeared 


before me Doane rot and Betty Taylor 
being duly sworn, declared that they are President and 


Secretary » respectively, of the corporation executing the 
foregoing document, that they Foe the foregoing document in the 
capacity therein set forth, and that the statements therein contained 
are true. 

IN WITNESS WHEREOF, I have hereunto set my hand and seal 


the day and year before written. 


Ss on ae 


Notary Public in and for 
Dallas County, Texas. 


My commission expires: Junel, 1971 
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/Comptollec of Public Accounts 


State of Cexas 
Austin 


OBERT S. CALVERT 
COMPTROLLER 


May 6, 1969 


Thompson, knieht, Simmons & Sullion 

Attorneys At Law (| 
Republic National Bank 2ufiiding 

Dallas, Texas 75201 


| 
Attention: Mr. P, M. MeCullough \ 


The Perot Youndation 
Account No. 1,207,244 


Charter No. 258734 oe eae 
At your raquest, we examined the Articles of Lefont of this corporations . a : 


together with the cutline of the a no a Ne ON purpose of determining its 
status from a franchise tax seapetaee 


activities exclusively to the : recited in the Articlas of 


/ \ ‘ 
It is the opinion of this gen 30 \\S the corporation confines its 
Incorporation, it is exempt from\ 


s being furnished a copy of this letter for his information. 


In the future, pl direct you! commmications to Division 30 or telephene 
475—4771. 


Seay, / 
Yours very truly, $ 


ROBERT $. CALVERE. oe 
Comptroller of: Pubiie Ragouare CS ERS 


£W380/A:7 
ec: Corporation Division ~ ad 


Seeretary of State 
Austin, Texas 
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Perot Gives His Own Campaign 
$409,000 In 19 Days 


Summary of Perot family campaign finance expenditures 
from Federal Election Commission. Source: Federal 
Election Commission, 999 E Street, NW, Washington, DC 
20463; 202-219-4140. 


FEDERAL ELECTION COMMISSION 


Select List of Receipts & Expenditures 


H. R. Perot 


Effective Government Committee (91-92) 5,000 
Friends of Sam Johnson (91-92) 1,000 
Martin Frost Campaign (91-92) 2,000 
Democratic Senatorial Campaign Committee (91-92) 3,000 
Senator Lloyd Bentsen (91-92) 2,000 
Pete Peterson Campaign (91-92) 350 
Perot Petition Committee (91-92) 409,823 
(l20Mar thru 31 Mar’ 92) 
Oklahomans for Boren (89-90) 1,000 
Martin Frost Campaign (89-90) 2,000 
Jim Chapman for Congress Committee (89-90) 250 
Steve Bartlett Congressional Campaign Committee (89-90) 100 
Dick Armey Campaign (89-90) 1,000 
Jim Chapman for Congress Committee (87-88) 1,000 
Lautenberg Committee (87-88) 2,000 
Senator Lloyd Bentsen Election Committee (87-88) 2,000 
Texas Republican Congressional Committee (83-84) 5,000 
National Republican Senatorial Committee (83-84) 3,000 
Oklahomans for Boren (83-84) 1,000 
Tower Senate Club (83-84) 2,000 
Committee to Reelect Phil Gramm (81-82) 1,000 
Blackburn for Congress Committee (81-82) 500 
Bailey for Congress Committee (81-82) 1,000 
Rostenkowski for Congress Committee (81-82) 1,000 
Friends of Robert C. Byrd Committee (81-82) 1,000 
Friends of Jim Collins (81-82) 1,000 
Friends of Jim Collins (79-80) 1,000 
Texas Victory Committee - Republican Party of Texas (79-80) 5,000 
Friends of Jim Collins (77-78) 625 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


121 


FEDERAL ELECTION COMMISSION 


Select List of Receipts & Expenditures 


Carolyn Perot 
Senator Lloyd Bentsen Election (91-92) 


H. Marshall Perot 
(Bryn Mawr, PA) 
Republican National Committee (79-80) 


Bette Perot 
Senator Lloyd Bentsen Election Committee (87-88) 


N. Ross Perot 
McCurdy for Congress Committee (87-88) 


N. Ross Perot Jr. 
Bill Bradley for U S Senate '90 (89-90) 
Democratic Congressional Campaign Committee (87-88) 


Nancy E. Perot 
Senator Lloyd Bentsen Election Committee (87-88) 
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2,000 


1,000 


1,000 


3,000 


1,000 


Mrs. 


Mrs. 


FEDERAL ELECTION COMMISSION 


Select List of Receipts & Expenditures 


H. Ross Perot Jr 

Senator Lloyd Bentsen (91-92) 

Dan Branch for Congress (91-92) 

Congressman Joe Barton Committee (89-90) 
Senator Lloyd Bentsen Election Committee (87-88) 


H. Ross Perot 
Senator Lloyd Bentsen (91-92) 


Margot Perot 


Mike 


Lautenberg Committee (87-88) 
McCurdy for Congress Committee (87-88) 
Senator Lloyd Bentsen Election Committee (87-88) 


National Republican Senatorial Committee (85-86) 
Texas Republican Congressional Committee (83-84) 
National Republican Senatorial Committee (83-84) 
Republican National Committee (83-84) 

Tower Senate Club (83-84) 

Friends of Jim Collins (77-78) 


Perot 
Bush Quayle '92 (91-92) 


Phanor L. Perot Jr. MD (Charleston 


Citizens Committee for Ernest F. Hollings (91-92) 


Sarah Perot 


Gephardt in Congress Committee (91-92) 


Geren for Congress Committee '89 (89-90) 
Vice Presidential Gala Committee (89-90) 
Dick Armey Campaign (89-90) 

Effective Government Committee (89-90) 
Wright Appreciation Fund (87-88) 
Friends of Dick Armey (87-88) 

Majority Congress Committee (87-88) 
McCurdy for Congress Committee (87-88) 


Texas Republican Congressional Committee (83-84) 
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2,000 
500 


1,000 


1,900 


2,000 


2,000 
1,000 
1,000 


2,000 
5,000 
3,000 

10,000 
2,000 


625 


1,000 


250 


1,000 


1,000 
2,000 
1,000 
5,000 


2,500 
2,000 
1,500 
1,000 


5,000 
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FEDERAL ELECTION COMMISSION 


Select List of Receipts & Expenditures 


H.R. Perot Jr. 


Citizens Committee for Ernest F. Hollings (91-92) 1,000 
Coleman for Congress (91-92) 1,000 
Teffy Sanford for US Senate (91-92) 1,000 
Gephardt in Congress (91-92) 2,000 
Friends of Phil Gramm (91-92) 2,000 
Shelby for U S Senate (91-92) 500 
Martin Frost Campaign (91-92) 2,000 
Steve Bartlett Congressional Campaign (91-92) 000 
A Lot of People Supporting Tom Daschle (91-92) 1,000 
Democratic Congressional Campaign Committee (91-92) 2,000 
Bush- Quayle '92 Primary Committee Inc (91-92) 3,000 
Geren for Congress (91-92) 1,000 
Congressman Joe Barton (91-92) 1,000 
Friends of Sam Johnson (91-92) 500 
Committee for Tim Wirth Inc (91-92) 1,000 
National Republican Senatorial Committee (91-92) 2,000 
Murtha for Re-election (91-92) 500 
Senator Lloyd Bentsen Election Committee (91-92) 2,000 
Hugh Parmer State Senate Account (89-90) 2,000 
Geren for Congress Committee (89-90) 1,000 
Effective Government Committee (89-90) 10,000 
Martin Frost Campaign Committee (89-90) 2,000 
Jim Chapman for Congress Committee (89-90) 1,000 
A Lot of People Supporting Tom Daschle (89-90) 1,000 
Congressman Joe Barton Committee (89-90) 1,000 
Chet Edwards for Congress (89-90) 1,000 
A tribute to Phil Gramm (89-90) 1,000 
Steve Bartlett Congressional Campaign Committee (89-90) 1,600 
Friends of Phil Gramm (89-90) 1,900 
Vice Presidential Gala Committee (89-90) 1,000 
Gephardt for President Committee (87-88) 1,000 
John Glenn Presidential Committee (87-88) 1,000 
Wright Appreciation Fund (87-88) 2,500 
Friends of Dick Armey (87-88) 2,000 
Pete Dawkins for Senate (87-88) 500 
Burdick Campaign Committee (87-88) 500 
Majority Congress Committee (87-88) 77500 
McCurdy for Congrtess Committee (87-88) e 1,000 
Jim Chapman for Congress Committee (87- 88) 1,000 
Senator Lloyd Bentsen Election Committee (87-88) ; 1,900 
Re-Elect Senator Mark Hatfield Committee (87-88) 1,000 
Democratic Congressional Dinner Committee (87-88) ° 6,000 
Democratic Senatorial Campaign Committee (87- 88) 3,000 
Democratic Congressional Campaign Committee (87- S8i)ram 8,000 
Texas Republican Congressional Committee (83-84)*. \ 6,000 


Reagan - Bush '84 Campaign (83-84) 1,000 
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H. 


R. 


FEDERAL ELECTION COMMISSION 


Select List of Receipts & Espenditures 


ELECTRONIC DATA SYSTEMS, PEROT SYSTEMS 
and PEROT GROUP 


Perot (EDS) 

Committee to Reelect Phil Gramm (81-82) 
Blackburn for Congress Committee (81-82) 
Bailey for Congress Committee (81-82) 
Friends of Robert C. Byrd Committee (81-82) 


Friends of Jim Collins (79-80) 


H. Ross Perot (The Perot Group) 


Effective Government Committee (91-92) 
Democratic Senatorial Campaign Committee (91-92) 
Pete Peterson Campaign Fund (91-92) 

Martin Frost Campaign (91-92) 


Jim Chapman for Congress Committee (89-90) 
Martin Frost Campaign Committee (89-90) 


Lautenberg Committee (87-88) 


H. R. Perot, Jr (Perot Systems) 


Jim Chapman for Congress Committee (89-90) 


McCurdy for Congress Committee (87-88) 


H. Ross Perot Jr (The Perot Group) 


A Lot of People Supporting Tom Daschle (91-92) 
Committee for Tim Wirth Inc. (91-92) 

Gephardt in Congress Committee (91-92) 

Friends of Phil Gramm (91-92) 

Shelby for U. S. senate (91-92) 

Martin Frost Campaign Committee (91-92) 
Democratic Congressional Campaign Committee (91-92) 
Greren for Congress Committee '89 (91-92) 

Murtha for Re-election (91-92) 

Senator Lloyd Bentsen Election Committee (91-92) 
Coleman for Congress (91-92) 

Terry Sanford for U.S. Senate (91-92) 

Citizens Committee for Ernest F. Hollings (91-92) 


Effective Government Committee (89-90) 

Geren for Congress Committee '89 (89-90) 

Martin Frost Campaign Committee (89-90) 

Friends of Phil Gramm (89-90) 

A Tribute to Phil Gramm (89-90) 

Steve Bartlett Congressional Campaign Committee (89-90) 


Re-elect Senator Mark Hatfield Committee (87-88) 
Burdick Campaign Committee (87-88) 

Jim Chapman for Congress Committee (87-88) 
Senator Lloyd Bentsen Election Committee (87-88) 
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H. Ross Perot Jr (The Perot Group) [Continued] 


Wright Appreciation Fund (87-88) 

Pete Dawkins for Senate (87-88) 

Democratic Congressional Campaign Committee (87-88) 
Majority Congress Committee (87-88) 


N. Ross Perot (Perot Systems) 
McCurdy for Congress Committee (87-88) 


Michael Poss (Perot Systems) 
Pauken for Congress Committee (91-92) 


Michael Poss (Perot Group) 
Senator Lloyd Bentsen Election Committee (87-88) 


Bette Perot (Perot Group) 
Senator Lloyd Bentsen Election Committee (87-88) 


Nancy E. Perot (Perot Group) 
Senator Lloyd Bentsen Election Committee (87-88) 


Carolyn Perot (Perot Group) 
Senator Lloyd Bentsen Election Committee (91-92) 


William K. Burton (Perot Group) 
Geren for Congress Committee '89 (89-90). 


William F. Beuck II (Perot Group) 
Burdick Campaign Committee (87-88) 


James D. Ender Blume (Perot Systems) 
Jim Chapman for Congress Committee (87-88) 


Meryl P. Smith (Perot Systems) 
Jim Chapman for Congress Committee (87-88) 


James P. Horner (Perot Systems) 
Jim Chapman for Congress Committee (87-88) 


John E. King (Perot Systems) 
Jim Chapman for Congress Committee (87-88) 


Donald D. Drobney (Perot Systems) 
Jim Chapman for Congress Committee (87-88) 


Paul J. Chiapparone (EDS) 
EDS Employees' Political Action Committee (85-86) 
Fund for America's Future, Inc (85-86) 


EDS Employees! Political Action Committee (79-80) be 


Jarvis W. Coburn (EDS) 
EDS Employees' Political Action Committee (79-80) 


William K. Gayden (EDS) 
EDS Employees' Political Action Committee (79-80) 
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2,000 


250 


500 


500 


500 


500 


500 


500 


250 


500 


250 


200 


200 


Jeffrey M. Heller (EDS) 
EDS Employees! Poli 


Myrna Worth (EDS) 
EDS Employees! Poli 


William L. Gray (EDS) 
EDS Employees! Poli 


Joseph F. Cushing (EDS) 
EDS Employees! Poli 


Mervin L. Stauffer (EDS) 
EDS Employees' Poli 


Morton H. Meyerson (EDS) 
EDS Employees! Poli 


Tom Walter (EDS) 
Republican National 


John T. Walter, Jr. (EDS 
Republican National 


EDS Employees! Poli 


Dale T. Walters (Perot Ss 
Dick Waterfield for 


Desoto S. Jordan (EDS & 
Jim Chapman for Con 
Bill Gray for Congr 
Congressman Wright 


Thomas J. Marquez (EDS) 
Republican National 


Republican Majority 
Republican National 


David M. Smith IV (EDS) 
Texas Freeze Voters 


Marsha A. Kleist (EDS) 
Ed Zschau for U. S. 


Marsha A. Antablin (EDS) 
Ed Aschau for U. S. 


tical Action Committee (79-80) 


tical Action Committee (79-80) 


tical Action Committee (79-80) 


tical Action Committee (79-80) 


tical Action Committee (79-80) 


tical Action Committee (79-80) 


Committee (85-86) 


) 
Committee (85-86) 


tical Action Committee (79-80) 


ystems) 
Congress (89-90) 


Perot Systems) 
gress Committee (87-88) 
ess 1988 (85-86) 


Appreciation (81-82) 
Committee (85-86) 
Fund (83-84 
Committee (83-84) 
(83-84) 


Senate Committee (85-86) 


Senate Committee (85-86) 
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Page 4 


FEDERAL ELECTION COMMISSION 


Report of Receipts and Disbursements 
for Perot Petition Committee 


May =-31, 21992 \ 
CONTRIBUTIONS 
Individuals S170247732<26 
Political Committees 552.92 
The Candidate 3,237,827.84 
TOTAL FOR CALENDAR YEAR 1992 S4n2795 7738-95 
TOTAL DISBURSEMENT FOR 1992 $3,934,269.87 
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Perot’s Non-Profit Organization 
Formed To Give Money To Police 
And The Military 


Original 1985 Articles of Incorporation for The Perot 
Family Foundation showing intent to assist police 
departments and the military, among others. Source: 
Texas Division of Corporation, Secretary of State, 1019 
Brazos, Room 831, Austin, TX 78701; 512-463-5586. 
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Tota wry 
enitere 


ARTICLES OF INCORPORATION 


oF DEC ROT 
THE PEROT FAMILY FOUNDATION 19 Kafe) 


COTE naa oe 


ARTICLE ONE Mey: 
The ‘name of the Corporation is THE PEROT FAMILY 


FOUNDATION. 


ARTICLE TWO 
The Corporation is a non-profit corporation and no part of 
its net earnings shall inure to the benefit of any private 


shareholder or individual. 


ARTICLE THREE 


The period of duration of the Corporation is perpetual. 


ARTICLE FOUR 
The purposes for which the Corporation is organized and for 
which it shall be operated exclusively are: 


To aid such religious, charitable, scientific, literary 
or educational uses or purposes as in the judgment of the 
Board of Directors shall be in the furtherance of the public 
welfare and tend to assist, encourage and promote the well- 
doing and well-being of mankind or of deserving persons or 
the inhabitants of any community. These purposes shall 
include, but not be limited to, the assistance of police and 
law enforcement departments, fire departments, the armed 
forces, other governmental agencies, colleges, universities 
and service academies, and civic organizations. 
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ARTICLE FIVE 

No substantial part of the activities of the Corporation 
shall consist of carrying on propaganda or otherwise attempting 
to influence legislation and the Corporation shall not 
participate or intervene in (including the publication or 
distribution of statements) any political campaign on behalf of 
any candidate for public office. 

Notwithstanding any other provision of the Articles the 
Corporation shall not carry on any other activities not permitted 
to be carried on by a corporation exempt from Federal Income Tax 
under Section 501(c)(3) of the Internal Revenue Code as it now 
exists or as it may hereafter be amended, or by a corporation, 
contributions to which are deductible under Section 170(c)(2) of 
the Internal Revenue Code as it now exists or as it may hereafter 
be amended, nor shall the Corporation perform any act which will 
incur any excise tax under Sections 4941, 4942, 4943, 4944 or 
4945 of the Internal Revenue Code as they now exist or as they 
may hereafter be amended. | 

The Corporation shall distribute its income for each taxable 
year at such time and in such manner as not to subject it to 
taxes for failure to distribute income under Section 4942, and 
shall never engage in any act of self-dealing (as defined in 
Section 4941(d)), or retain any excess business holdings (as 
defined in Section 4943(c)), or make any investments in such 
manner as to subject it to taxes under Section 4944, or make any 


taxable expenditures (as defined in Section 4945(d)). 
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ARTICLE SIX 
In furtherance of its purposes as aforesaid, the Corporation 
shall have all of the powers enumerated in Article 2.02 of the 


Texas Non-Profit Corporation Act. 


ARTICLE SEVEN 


The Corporation shall have no members. 


ARTICLE EIGHT 
The street address of the initial registered office of the 
Corporation is 7171 Forest Lane, Dallas, Texas 75230, and the 
name of its initial registered agent at such street address is 


H. Ross Perot. 


ARTICLE NINE 
The number of directors constituting the initial Board of 
Directors is three (3) and the names and addresses of the persons 


who are to serve as the initial directors are: 


Name Address 
H. Ross Perot 7171 Forest Lane 


Dallas, Texas 75230 


Margot B. Perot 7171 Forest Lane ~ 
Dallas, Texas 75230 


H. ROSS, Perot, or. 7171 Forest Lane 
Dallas, Texas 75230 
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ARTICLE TEN 
The names and addresses of the incorporators of the 


Corporation are: 


Name Address 


Sharon Kern 1000 Dallas Building 
Dallas, Texas 75201 


Kathryn G. Henkel 1000 Dallas Building 
Dallas, Texas 75201 


Cynthia M. Lionberger 1000 Dallas Building 
Dallas, Texas 75201 
ARTICLE ELEVEN 

In the event the Corporation is dissolved, all of its 
liabilities and obligations shall be paid, satisfied and 
discharged, and all of its assets and properties then remaining 
shall be distributed in their entirety to, and in such 
proportions as the Board of Directors shall determine, to any 
organization or organizations as shall be selected by then, 
provided that any such organization is (A) exempt from income tax 
under the provisions of Section 501(c)(3) of the Internal Revenue 


Code or the corresponding provision of any subsequent revenue 


law, and is required to use such assets and properties for an 


exempt purpose, or (B) the Federal government, or a state or 
local government, which is required to use such assets and 


properties for a public purpose. 
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Dated December [i zi PIBS: 


Kathryn G. Henkel 


/ Ns Li ) wey ny ; 
Oe Marte /] ee ale bug a ae 
Li Cynthia M. Lionberger 


STATE OF TEXAS § 
§ 
COUNTY OF DALLAS § 


Before me, a notary public, on this day personally appeared 
Sharon Kern, known to me to be the person whose name is 
subscribed to the foregoing document and, being by me first duly 
Sworn, declared that the statements therein contained are true 
and correct. 


Given under my hand and seal of office this - bie day of 
December, A.D., 1985. 


; Fae 
Weegee ye 
Notary Public, State of Texas 


as ‘he 


My Commission Expires: i ares Gisele? any: 


ie lee a 
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STATE OF TEXAS § 
§ 
COUNTY OF DALLAS § 


Before me, a notary public, on this day personally appeared 
Kathryn G. Henkel, known to me to be the person whose name is 
subscribed to the foregoing document and, being by me first duly 
sworn, declared that the statements therein contained are true 
and correct. 

Given under my hand and seal of office this ne day of 
December, A.D., 1985. 


My Commission Expires: Sree 


6 ft : : ne 


#4 hg?) ie 
STATE OF TEXAS § 
§ 
COUNTY OF DALLAS | § 


Before me, a notary public, on this day personally appeared 
Cynthia M. Lionberger, known to me to be the person whose name is 
subscribed to the foregoing document and, being by me first duly 
sworn, declared that the statements therein contained are true 
and correct. 

Given under my hand and seal of office this 7, day of 
December, A.D., 1985. 


is) 
gn eee = 
ic, State of Texas 


My Commission Expires: aes Mts 
cme) - 7 
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UE ae ene Fe A 


FILED 
in the Office of the 
Secretary of State of Te 


STATEMENT OF CHANGE OF REGISTERED OFFICE OCT 22 1999 
BY A TEXAS DOMESTIC NON-PROFIT CORPORATION 
Torporations Sec! 


THE PEROT FAMILY FOUNDATION 


a. The name of the non-profit corporation is The Perot 
Family Foundation. 


2. The address, including street and number, of its 
present registered office as shown in the records of the 
Secretary of State of the State of Texas before filing this 
statement is 7171 Forest Lane, Dallas, Texas 75230. 


ov The address, including street and number, to which its 
registered office is to be changed is 1700 Lakeside Square, 
12377 Merit Drive, Dallas, Texas 75251. 


as The name of its present registered agent, as shown in 
the records of the Secretary of State of the State of Texas, 
before filing this statement is H. Ross Perot. 

5. The name of its registered agent remains unchanged. 

6. The address of its registered office and the address of 
the business office of its registered agent, as changed, 
will be identical. 


Te Such change was authorized by an officer of the 
corporation so authorized by the Board of Directors. 


Effective October |4, 1990. 


Secretary 
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Perot’s Marriage Can’t Wait; 
Perot Takes Leave From The Navy 
And Gets Hitched 


Copy of Perot’s marriage certificate showing ages, disease 
status, parents’ occupation, along with certificate waiving 
normal waiting period because of Perot’s military status. 
Source: Westmoreland County Clerk’s Office, Register of 
Wills, 301 Courthouse Square, Greensburg, PA 15601; 
412-830-3734. 
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is applicant afflicted with any transmissable nae: is applicant an imbecile, epileptic, 
of unsound mind or under guardianship aa a person of unsound mind, or under the influence of 
any intoxicating liquor or narcotic drug, at.-;has applicant been married before, 


FIRST MARRIAGE SECOND MARRIAGE 
@ {  iGhaneet Gnomon aco Pup bs ite SON gang A Spdtigs). 11) ake ee 
Died: at i222 Se ok ee Died ae ey eee ee eee aed 
(If dissolved by Death) (If dissolved by Death) 
Date: of Death :.ccceccc oe ee Date of Deatin oe eeeeeceeeee ee Regs =. Seen 
Grounds/152 cess ee se ee Grounds \.2ost eee ee ee Ee ee 
(If dissolved by Divorce) (If dissolved by Divorce) 
Court: No, es... Term:22...2:.2.. ees Oe CourtyNo. 2 Tern 22) Se 4 
ROSIE Y fee or 2 Rs Sica heed checccstces SHR Becca PIE COUNL YS =. eet cn a eee eee States 
Was the other applicant for this license named Was the other applicant for this license named 
in the divorce proceedings? ............................... | in the divorce proceedings? .............-.......- ee 


(Signature of female applicant) aw. Das gat. Ciscanez glicaren eee 
ae 
Sworn and subscribed before me this........./\3....... day of need e..198G... 


At Che 
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This duplicate certificate MUST BE RETURNED ‘TO “THE cL E R Ik OF 
after the solemnization of said marriage. Failure to do so may subject p 


PL: ORPHANS’ COURKL WITHIN TEN DAYS 
erson officiating to a fine of fifty dollars. 


L fan at eee EN CS a | se ee ., hereby certify nee on the 
/S- day of Dirndl iene eem MeN ie OS eo hundred and 

fifty ete eee eee at Bn GB ol al | Seer enna: 
Henry Ross Perot "and G+ Margot ; Birmingham 


were by me united in marriage, in accordance with license issued by the Clerk of the Orphans’ Court of Westmoreland 


County, Greensburg, Pennsylvania, numbered L3ssu6: 


al ye eee 
tt Aethmant Eh Fntdahag ee Me 
138 Address of Officiant ---—-——--- weg, 


Form 2032 


: CERTIFIED AS A TRUE AND CORRECT 
Comronmealth of Pennsylvania Wis clent OF ‘ORPIANS ome 
Ba. WESTMORELAND COUNTY, PENNSYLVANIA 


Gounty of Mestmorrland SRT ORS UR 


We, the undersigned, do hereby make application to the Clerk of the-Orphane-Court_for a 
license to marry wherein we and each of us solemnly do swear that the facts hereinafter set 
forth are true and correct to the best of our knowledge and belief. 


oieneys of Male Applicant) 


he. Zaasgat Chsereca of gene [ wine 
STATEMENT OF MALE 


Maan yw ifead..} one, —_— on 
é Ex cer hy occupation, LA.s2. Maral. Bifczars.=\ “AS7d R29 77 


(Bke of last Gn 


residence, ALE Bas Yee wh. ao amas eats ot et 
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IN THE ORPHANS' COUMT OF WESTMORELAND COUNTY, PENNSYLVANTA 


{ 


IN 2k: 


HENRY ROSS PEROD . and G. MARGOT BIRMINGHAM 


AND NOW; to wit, this 


13th day of_ September 1956, to appearing to this court 


that the within__ Henry Ross Perot _and G. Margot Birmingha 
have made application to the Clerk of the Orphans' Court fora 


grant of a License and have complied with all the laws relating 


thereto, that the said_Henry Ross Perot, is in the service. 


of the United States Naval Officer- , is home on a short 
570207 | 


furlough and sufficient time does not remain for the expiration 
of the three day waiting period for the issuance of such a 
License, IT IS ORDERED ADJUDGED AND DECREED that the three day 
waiting period be waived and the Clerk of the said Court is 


hereby directed to issue the license fortawith. 


LN 


President dadge 


2 - ! 


¢ 


Clerk of the Orphans' Court 


Lesko’s Get-To-Know Perot Fax Service 


For more information on | 
Lesko’s Info-Power call 1-800-955-POWER 


Parents Go To Arkansas 
To Get Married And Perot’s Mother 
Apparently Confused About Her Age 


Copy of Perot’s parents’ marriage certificate where age 
stated apparently conflicts with official U.S. Census forms 
and other historical documents. Source: Miller County 
Clerk’s Office, Miller County Courthouse, Texarkansas, 
AR 75502; 501-774-1501. 
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STATE OF ARKANSAS, } 
| ss, 
County of Miller. 
KNOW ALL MEN BY THESE PRESENTS: That we... GF 28 princpal, 741 


we 


as Security, are held and firmly bound unto the State of Arkansas, for the use and benefit of the Common School Fund of Miller County, in the penal sum 


Hundred Dollars, for the payment. of which, well ee pee made, we bind so our heirs, executors and pasen firmly by these presents. 


Signed this i, Z. day of R Feely) be 
The Condition of the above obligation is such that, whereas, the above bounden nee erPFe CLL = sadeo Ausbankeveeryvars ee Roe 


has this day Ot ee ra Younty ourt of Milier County for a license authorize e solemnization of the Rite of Mat imony Between the said 


Now, if the said partics applying for said leonse have a lawful right to the al and if they shall Srey ane into effect a 


comply with the pro G 
@ 
thereof, and shall within sixty days from the date hereof return said license to the office of the Clerk of the County Court of said County, duly executed and offic 


signed by someone authorized by law to solenmnize the Rite of Matrimony, then this obligation shall be void; but otherwise to remain in full force and virtue. Wits ty 


our signatures the day and year above written. 


Filed and ecirica eee sensed AY ao 


THE STATE OF ARKANSAS, 


County of Miller. 


SS. 5 
iis In the Office of the Clerk of the County Court of s hounty. , 
ra eu) lt 

ce oe et. Pate ee ee ees CLA LL meee eC ee are eer MAUK G14 C3 a c eller 
; Lie PEK AG _ + being duly sworn, deposes and ee is Lo aw 


who has this day applied bo = Ligeyse of Marriage, and that 2 a 
has arrived at the age of..... ..7.... Z -..years, and that M-«-Z2-7 Ci : ee. Ina Mad Seo ere 
has arrived at the age of... -years; that they, the parties for whom said application is made, ar¢Aow single and un 


and be joined in marriage. 


Sworn to and subscribed before me, this... PL .....day of ee 


By. P a Niettan ee eerie te dere SESE Ro Arter eee aeriaes st Bip KO 


THE STATE OF ARKANSAS, MARRIAGE = LICEN 


2 To any Person Authorized by Law to Solemnize Marriage—GREETING: 
County of Miller. 


YOU ARE ee © Solemnize the Rite and publish the Banns of Matrimony: befwee 
Bea fil the Reet ee ee ee ee as ‘Sis 
in the County ©f.. 


and Meek 


in the County of’... 


-..and State of... 


LEE Z SANE ee eee and Sneed nine Oe" Ae 
according to law, and do you officially sign and return this License to the oe 


Ze 


WITNESS my hand and official seal, til eee ...-day of. 


a 


STATE OF ARKANSAS, 


County of 


do hereby certify that on the .. eee: eday Ofte Pa A, 


in the foregoing License, Solemnize the Rite and pa = wr to) ee between the parties therein named. 


WITNESS my hand this... (Cae 
My credentials are recorded in Pee s maa sea d 


Filed and Recorded........252....... econ eee a eee = 


\ ‘ 


STATE of ARKANSAS 
COUNTY of MI!LER 


1, Ann Nichelos, County and Probate Clerk, do here’ 
this to be a true ane. correct copy of the original. ei 


oe ESO Witness my hand and official seal this l\ —! dayo OE 
yjkej Saeed) ] 
— 


Sko’s Get-To-Know Perot Fax Service ANN NICHOLAS, Clerk 


Perot Testifies He Won’t Leave 
His Money To His Kids And Then 
Proposes Middle Class Exemption 

From Capital Gains Tax 


Congressional testimony before U.S. House Committee on 
Ways and Means, describing Perot’s idea for generating 
corporate cash by giving middle class 100% Capital Gains 
Tax cut. Source: House Committee on Ways and Means, 
U.S. House of Representatives, Washington, DC 20515; 
202-225-3625. 
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GENERAL TAX REFORM 


WEDNESDAY, MARCH 21, 1973 


House or REPRESENTATIVES, 
ComMiITTEE ON Ways AND MEANS, 
Washington, D.C. 


The committee met at 10 a.m., pursuant to notice, in the committee 
room, Longworth House Office Building, Hon. Al Ullman presiding. 

Mr. Uttman. The committee will please be in order. 

To introduce out first witness this morning I would like to call on 
our distinguished colleague from Texas, Mr. Burleson. 

Mr. Buruesoy. Mr. Chairman, you are most considerate to give 
me the privilege of presenting our first witness. 

Mr. Perot, will you come ot the witness table, please? 

Mr. Ross Perot is from Dallas, Tex. He is not a constituent but he 
is a personal friend, a man whom I admire very much and I know 
that many other people do also. - 

Knowing his background, he is the perfect example of what our 
systeul affords a young man who, on his own, can accomplished so 
much. 

In his accomplishments he has a deep consciousness and an aware- 
ness of doing good things in return for the opportunities he has had. 

He is a philanthropist. All of you are aware of his great efforts on 
behalf of our prisoners of war and the influence of those efforts in the 
early days. 

I take pride in presenting Mr. Ross Perot to this committee. 

Mr. Utiuay. Mr. Perot, we welcome you before the committee. 
We know of your wide experience in the business field. You are here 
representing, I understand, an ad hoc committee on capital gains. 

We look forward to hearing you. If you would further identify 
yourself and your organization, you may proceed as you see fit. 


STATEMENT OF H. ROSS PEROT, CHAIRMAN, AD HOC COMMITTEE 
ON CAPITAL GAINS 


Mr. Perrot. Thank you, sir. 

Mr. Chairman and members of the committee, thank you for giving 
me the opportunity to testify. 

My name is H. Ross Perot and I am appearing here today on behalf 
of the ad hoc Committee on Capital Gains, of which I am chairman. 

I am chairman of the board of Electronic Data Systems, Inc., 
which has offices in 105 cities throughout the United States. 
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_ I know you have had many experts testify before the committee 
in the past. I come to you in the role today comparable to the farmer 
we med all his life but never had a chance to go to agricultural 
school. 

I want to make it clear I have no formal training in business or tax 
law or economics but I have worked all my life. 

I have had the unique experience of living and working in every 
strata of our economic system. During parts of my life I worked in an 
environment where I did not have enough to make ends meet; at 
another time, just enough to make ends meet, and recently I have 
been extremely fortunate in building a successful business. 

In the past 2 years I have become a careful student of our capital 
Taising system as a result of our investments in Wall Street. These 
mvestments have given me the opportunity to acquire a practical 
working knowledge of most phases of our economy and I would like to 
talk to you about what I have learned, 

The sum of everything I have learned can be said in a few words. 

The most valuable resource in our complex economy is the working 
American. Everything I have to say today will be focused on that 
one point. 

This working American makes our country the world’s largest 
market for goods and services. He is the backbone of our tax system. 

The working American, as a buyer, creates business growth in this 
country, creates business profits, creates the business taxes. 

As an investor, the working American helps create his own job and 
creates jobs for others by his investments in common stocks, mutual 
funds, participation in investment groups, or more indirectly but 
very importantly through investments in common stocks and other 
securities by his retirement or profit-sharing funds. 

A little recognized fact is that collectively the average working 
American represents the world’s largest financial institution. Only he 
ee provide sufficient money to allow our Nation’s capital needs to 

e met. 

In short, the working American is an economic miracle, supporting 
his family, bearing the burdens of his city, State, and Nation. 

It is of this working American that I wish to talk to you today. 

I believe this man needs a tax break. I believe America’s working 
families need a Government policy which encourages and permits them 
to accumulate a stake, to accumulate capital, so that they can enjoy, 
as other enjoy, a meaningful share in the growth and gain of our 
economy. 

Under our system, success assumes one fundamental point: that 
each American worker has a job available to him. We tend to take 
that for granted; we must not take that for granted. 

Jobs are precious, fragile things. 

During our lifetime we have seen men looking for jobs that did not 
exist, we have seen the despair on men’s faces when they could not 
provide for their families, We don’t want to see that again. 

It is only as a working American that this economic miracle can 
continue, as our most important resource. Therefore, our national 
planning objective should be to see that the working American always 
continues to have a job—in fact a better job, because the better his 


oa eee anaes pee chtne smn ine iesrnatebteawes Seeent! sepeetintes renee cess 


ee te 
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job the larger a customer he becomes and the United States continues 
as a collective customer. ; ; 
S Wa mist create many new jobs as our population expands. ae must 
see that the working American’s children have jobs when they are 
to come into the job market. 
rea are to meet these gee aan aeons we Sa pu a 
icaci ic s mu 5 
intricacies of our economic system. It is very l 
enh adjust one part improperly and you damage the entire 
ism. . ee 
a ko! us have to be concerned about the deterioration of cuney ens 
international competitive position. We have seen our cents ae ie 
leadership role in one industry, after another. We are determi 


i t role. ‘ 
ave uae again make the words ‘Made in U.S.A.” the symbols of 


ccellence and competitive cost. ae” BG 
We can do it. We must do it. The question is: How do we do ne 
We are lucky. We can take a number of interim steps to protec out 
economic system by taking full advantage of the fact that we are the 
ld’s largest customer. 2 
wre Ailton of working ec east are ie Poe e oe ease 
i 1 : to sell goods at a lower c 
time when other nations aro able goods a 
ie the United States, the fact that we are the principal ue 
sell to, and the average American is the principal buyer, pseclicon oak 
the key to our future economic seg The sooner we take S 
i 1 xt ‘mar tter. 
rim steps to protect our market, the better. : 
eit itis period while we operate under this temporary umbr ae 
we must take the long-term steps necessary to regain our true compe 
siticn. e Hoop ; 
CONE we are down to money. To accomplish this, it is eS aoe 
that we spend hundreds of billions oe to a 
: dee : pitas ee 
r industrial capacity in order to allow the wor : 
is high eiandards of living, to compete effectively with his counter 
arts around the world. med 
B This will take money, lots of money, ment pane psn: Nes : = 
i i massive 
efore in our country. It is that money, tha ; \ 
Och will protect the jobs we have and create the jobs we must have 
in the future. a 
During this same period, we must launch and complete a yen - 
pensive search for new energy sources. We must complete a hug 
xpansion of our public utility systems. tO : 
: Drene ace ere must be made to our cities. The list of 
requirements is endless. ; 
What mechanisms do we have to raise this money? at oot 
States capital markets are without eee the Bes ie pee ve 
are not perfect, but just ask any businessman 
sien mens is only one Wall Street. It is a great resource for 
complishing our naticnal goals. Aw, 
Cole aed it is an alternative to oppressive taxation oe tae 
I am saying, though, is that we must strengthen this capita oe pet 
because it will have unique and urgent demands made on It ove 


next few years. 
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I would like for you to think of the stock ex 
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ie De eee and Prehe its stocks will ie aia oe 

: ; ompany. It 

a eg . [t pays more 
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. pies be a National resource creatin 

Pany were a winning company, we would not have 


the like. pred today with raising more taxes, trade deficits and 


The taxes from th 
} ese companie i 
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S look at this scoreboard for a moment. The scores c 
: an go 


down as well 
ell as up. We have people in our country today who assume 


no matter what condition i 
S pr : 
reflect corporate performme, Bl pi that the scoreboards will always 


The fact is that thi 

[ t is scoreboard al illi 
Het this 2 also reflects th 
paca aba pa s piatieos. eee can go Hier en aed: : 
Sees g. In plain talk, I am saying that these ig 
mee or even go out if the capital markets are dee 

I have seen the i 
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, 00 


nomic success. 


When I think of capi i 
‘eae apital I think of the Mississippi. 
coho: ae Mississippi River, it looks Hike all a gy sand Re 
eenuean eee ies asiver such as that, one that - ue ae 
eal D. ue that it will have i i 
ater but there is always sufficient water to ee end ay 
g e 


Th aye : 
e flow of capital in the United States—the largest capital market 


River. pgrepie to the flow of water in the Mississippi 
Owever, any student of th : : 
hasitgonsee et: 1l Of that river, the Mississippi ; 
Rosie nee In 1ts springs and tributaries. If vou dar a Aan tate! 
The angles peu can turn the Mississippi River into a dliteh Bi re 
Sintec eae of capital markets. The capital markets in 
start to dry a ick and other tributaries. These markets, too ae 
full ie a period in our history when we need them at 
nce agai 
working fee) race to our economic miracle, the average 
in our country, the A is the key. The millions of individual tee 
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ee ae tributaries that form the Mississippi Rive ipa: 
this work. One nan hes A ear ee ari AE option © 
done. ugh money to finance the work that must be 
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apital flows like the Mississippi River. Money also moves around 
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Right now, too much is flowing away from our country and even 
the dollar is threatened because the world’s largest customer, the 
working American, can best satisfy his wants by purchasing goods made 
in other countries. 

Our challenge in this decade, in order to protect our jobs and our 
tax base, is simply to get the money flowing back our way. 

Where is the money flowing? You gentlemen certainly know better 
than anyone else. At a time when our principal economic competitors, 
the Germans and the Japanese, are subsidizing business and at a time 
when these governments have shown a total understanding of the 
importance in industry in creating jobs and charging no capital gains 
taxes—it is a paradox that some people in our country are proposing 
programs under the guise of fairness that would dramatically weaken 
uur international competitive position by denying us the funds needed 
to make our industries competitive. 

What we are discussing here today can impact millions of working 
people in a very positive or a very negative way. 

As you gentlemen certainly know, the greatest wisdom in cur 
country comes from everyday people. Recently, I was w alking through 
an airport in Columbia, S.C., a construction worker came up to me 
and handed me an envelope. 

He said, “I am from the mountains of West Virginia. We have a 
saying out there that you will like.” 

Scrawled in pencil were these words, 
but everybody wants the meat.” 


That says it all. 
I am not sure they teach that in schools of economics but this man 


from the mountains of West Virginia in one short sentence said it all. 
The hunters make our country great, the hunters are the workers, 
the taxpayers. Our challenge is to develop as many hunters as possible. 
We have a delicate balance in our Nation between the taxpayer who 
produces more than he uses, and the tax user who cannot produce as 


much as he needs. 
In every possible way, we must move the balance to favor those who 


can and will build the tax base. 

At this time, with all of the challenges in frent of us, our financial 
springs should be flowing at the maximum rate to provide the money 
to create the plants, to create the jobs, the new streets and roads, 
and other improvements in our cities. 

Some are proposing that we raise capital gains taxes at this point. 
This will have the same effect of putting the leaves in the springs or 
tributaries of the Mississippi River. This will have the effect of 


clogging the springs. 
Someone will ask how do you know it will clog the springs. It is 


simply because the average American has an cption about where to 
invest his money. 

In fact, he has the option of not investing money at all. 1 can 
remember my boyhood when people did not trust banks and literally 
buried money in the backyard. 

So, the average American has the opticn of where to invest his 
-money. Where he incurs the possibility of loss as well as the possibility 
of gain, he will invest his money in other areas and our financial 


ill begin to dry up, and our capital rivers will begin to 


tributaries wi 
drop, just at the time when we need to have these rivers full to the 


“There ain’t many hunters, 


For more information on Lesko’s Info-Power call 1-800-955-POWER banks. 


147 


eee ak the markets will become liquid. Our ec 
ong, as we build the new plants and make our industries 


They say he is a fin 
: y € young man but 
experience and he asks how do you get experience," 7OU Bet Some 
posal wi ] 4 a aaa Be 
eo ae and get shone People who work and strive and save to 
} i . . oh 
3 stad Paes a: Proposal 1s simple. Here it is: The millions of 
their children Wlbnaeee eee Pay taxes, save money, and dream that 
ani a better opportunity are the backbone of our 
Only they have eno 
s ugh money to save and iny t : 
ai eb necessary to keep our country com oti ee ae aug Se ae 
in the world. petitive with any country 


Therefore, I 
» 4 propose that every Americ i i 
eee atialate $100,000 in eri gains ee fest Se pe aasty 
‘s pantera up to a lifetime total of that amount. This proposal 
accumulate asthe ae ee naa cor eee tng ‘ 
J tak fe which all American familie 
date hes at Z nos aeeuded to shelter wealth If this eee 
materialize into law, another economic miracle will] 
e will be buildin hol 
a t § ® whole new base of substanti 
Hees BONE ec cross the $100,000 earn ee 
a In the same way all other capital gains taxes are 
i wits "PR 
oe ae a new base of substantial individuals in thi 
oie us mae ate additional benefits from improved Sornarase 
enn < me many new jobs, created by these capital 
Logically, someone would 
cally, I ask: What about i 7 

ae i“ invest. It still means a lot to hin Hee ana 

ity, 1s tied to stock values. seat ad Sees 


The price of a blue chip stock, IBM, for example, is only worth what 


It still means a great deal to his lif 
I know I speak for the aon saree i 
. . . ric 

oem a ey Important for ae children 46 ee gee reeeabeen- 
He goals and dreams beyond his own grasp. ply 
_ : saree helps create that opportunity. 

Man ae ie for you to wonder what sort of capital gains tax I 

vor pi ie persons in my category because obviously what I 

so far does not apply to me. Ihave crossed that threshold 


2375 


I leave that to your judgment. It would be self-serving for me to 
discuss it but let me say I certainly expect to pay my fair share. 

I expect to be taxed generously in the future as I have in the past. 

While some have come before you talking about sheltered Americans 
who pay no taxes, I do not fit into that category. 

It is fundamentally important to give the man who is trying to get 
started a chance to get ahead. We can best do this by allowing him to 
invest in our country’s future, the businesses that provide the jobs. 

As these jobs grow, he will grow. As he grows, the tax base grows. 
As that happens, the United States becomes stronger. 

As I read the newspaper, I continually read the phrase “money made 
by money should be taxed like money made by men.” TheStatement 
is based on false premises. It equates two totally different types of 
money, income money and investment money, as being the same and 
operating in the same environment. 9 

I would like to give you an analogy that is more fitting to my back- 
ground. Both fish and cattle are sources of meat. It would be illogical 
to take the position that since both fish and cattle represent meat that 
both could be grown in the same environment. 

Fish require water; cattle require pasture. Investment money cannot 
be grown in the same environment as ordinary income for one simple 
reason: That the investor has options about where he puts his money 
or whether he will invest it at all. 

We have to create an optimum environment to cause him to want 
to invest it. This catch phrase also-incorrectly assumes that a job will 
exist to allow money to be made by sweat. 

In our lifetimes we have known men who were more willing to sweat 
who could not find the opportunity to sweat. It incorrectly assumes 
the capital money rivers will always flow. 

Seriously, this catch phrase misses a fundamental point in that it 
assumes a market, the stock market—the scoreboard—will stay 
constant no matter what happens to our financial springs. 

In fact, the scoreboard will drop as the financial springs dry up. 
Maybe the best answer I can give is that if I were running our Internal 
Revenue Service, I would rather collect a 35-percent tax on a $100 
stock than a 70-percent tax on a $40 stock. 

You logically say, ‘“But will the stocks really go down?” 

The answer is an unequivocal ‘‘Yes.”’ 

Fewer people will invest. Stock prices will drop. Industry will have 
difficulty raising new money to modernize its plants. Profits will drop. 
Siok prices will drop further. Men will be laid off. The tax base will 
wither. 

If we are to raise the capital requirements for our future, the working 
American must be given an opportunity through our tax law to become 

a participating capitalist because only he has enough money to do 
what we have done to date. 

I propose that he be given a proper incentive to share in capital 
gains—and that faith in him will be returned to us manifold by his 
faith in his own land, his own system. 

Again the words ‘Made in USA’’ will become the hallmark of 


excellence and economy, and when that happens one more time in the 


future as it has always been in the past, the working American will 


deserve the credit. 
Thank you very much. ; 
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(Mr. Perot’s prepared statement follows ‘] 


STaTEMENT OF Ross Perot 


Mr. Chairman, members of the Committee, my name is Ross Perot, Chairman 
of the ad hoc Committee on Capital Gains. I am the Chairman of the Board of 
Electronic Data Systems, Inc., and also the major investor in duPont Glore For- 
gan, an investment banking and brokerage firm. 

Thank you for allowing me to appear before you today. Although I never had 
the opportunity to acquire formal training in business, tax law or economics, I 
have had the unique experience in living and working in almost every strata of 
our economic system. During most of my life I lived and worked under very 
modest circumstances, at times not having enough to make ends meet, at other 
times making just enough, and more recently having been extremely fortunate in 
building a successful business. 

In the past two years I have become a careful student of our capital raising 
system as a result of our investments in Wall Street. As a result of these various 
experiences, I have acquired a practical working knowledge of most phases of our 
economy, our capital system, and the impact of our tax system upon it. 

The most valuable resource in the American economic system is theworking 
American. It is the working American who makes our country the world’s largest 
market for goods and services. 

It is the working American who is the backbone of our tax system. 

It is the working American who, as buyer, creates business growth, business 
profits and business taxes. 

It is the working American who, as investor, helps to create his own job and 
jobs for others by his investments in— 

common stocks; 

mutual funds; 

participation in investment groups; 

or, more indirectly, by investment in common stocks through his retire- 
ment or profit sharing funds. 

Collectively, he is the world’s largest financial institution. Only he can provide 
sufficient money to allow our capital needs to be met. 

In short, the working American is an economic miracle, supporting his family 
and bearing the burdens of his city, his state and his nation. 

It is of and for this working American that I wish to speak today. 

I believe that the working American needs a tax break. America’s working 
families need a government policy which encourages and permits them to ac- 
cumulate a stake—to accumulate capital—so that they can enjoy, as others 
enjoy, @ meaningful share in the growth and gain of this economy. 

Under our system, success assumes one fundamental point—that each willing 
American worker has a job available to him. Jobs can never be taken for granted. 

During our lifetimes, we have seen men looking for jobs that did not exist. We 
have seen the defeat and despair on good men’s faces who could not provide for 
their families. None of us want to see that again. It is only as a working American 
that the average American can continue to be our most important resource. Our 
national planning objective should be to see that the working American continues 
to have a job—a better job. The better his job, the larger customer he becomes 
and the United States continues to grow as the collective customer. We must also 
be many new jobs as our population expands—we must see that his children 

ave jobs. 

If these fundamental goals are to be met, we must be mindful of the intricacies 
of our economic system. Its workings and inter-relations are much like those of a 
compiler watch. Adjust one part improperly and you damage the entire mechanism. 

of us are concerned about the deterioration of America’s competitive position. 
We have seen our country lose its leadership role in one industry after another. 
We are determined to regain that role. We must make the words, ‘‘ Made in USA”’ 
the symbols of excellence, and competitive cost. There is no question that we can 
do it. There is no question that we must do it. The question is how do we do it. 

We can take a number of intermediate steps to protect our economic system by 
taking full advantage of the fact that we are the world’s largest customer. The 
millions of working Americans are the buyers in this market. At a time when other 
nations are able to sell goods and services at a lower cost than the United States, 
the fact that we are the principal country to sell to, and the average American is 


key to our future economic stability. The 
sooner we do this, the better. 
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time when these governments have shown a, total understanding of the importance 
of industry I creating jobs—it is a paradox that some people in our country are 


our international competitive position. 

What we are discussing here today can impact millions of working people in 
@ positive or very negative way. 

As you know, the greatest wisdom in our country comes from the everyday 
people. Recently, a construction worker came up to me in an airport and handed 
me an envelope. He said, “I am from the mountains of West Virginia. We have a 
Saying out there that you will like.” Scrawled in pencil were these words, “There 
ain t many hunters, but everybody wants the meat.” That says it all. The hunters 


our Nation between the taxpayer who produces more than he uses, and the tax 
user who cannot produce as much as he needs. In every possible way, we must 
move the balance to favor those who can and will build the tax base. 


areas. The financial tributaries will begin to dry up, and our capital rivers will 
begin to drop—just at the time when we need to have these rivers full to the barks. 


importantly, I know through my own experience that the hardest part of 
the American economic System is getting started. This proposal will allow people 


money to save and invest for the huge capital expansion necessary to make and 
keep the United States competitive. 

Therefore, I propose * * * That every American be given the opportunity to 
accumulate $100,000 in capital gains—tax free, in other words, up to a lifetime 
total of that amount. This is meant only for the average working American who 
is trying to accumulate a stake in life which all American families want and need, 

Another economic miracle will take place if this materializes. We will be build- 
ing a whole new base of substantial taxpayers. Once these taxpayers cross the 
$100,000 threshold, I propose that they be taxed in the same way all other capital 
gains taxes are handled. In addition to building a new tax base of substantial 
individuals in this country, we will reap additional benefits from improved cor- 
porate earnings and from the many new jobs created by these capital investments. 

What does all this mean to the typical middle-aged worker? It means a great 
deal. Maybe he doesn’t want to invest. However, in all probability his retirement 
income is tied to stock values. Profit sharing funds are also invested in securities. 
Damage the capital market in this country and prices will drop. The price of a 
blue-chip stock such as IBM is only worth what someone will pay for it. Keeping 
industry strong and the Market liquid protects the middle-aged worker’s job, 
protects the value of his retirement funds, keeps down the costs of such basic 
services as electricity, water, and gas. Damage the securities markets and you 
impose a huge additional tax burden on this middle-aged worker. 

I know I speak for this average American also when I say that he considers it 
very important for his children to have an opportunity to achieve goals and dreams 
beyond his own grasp. : ; 

Tae sure you are wondering what sort of capital gains tax I would propose for 
persons in my category. I will leave that to your judgment. It would be self- 
serving for me to discuss this, although I will say that I certainly expect to pay 
my fair share. 

It is fundamentally important to give the man who is trying to get started a 
chance to get ahead. We can best do this by allowing him to invest in our coun- 
try’s future—the businesses that provide the jobs. As these jobs grow, he will 


grow. As he grows, the tax base grows. As that happens, the United States be- 
comes stronger. 
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i ch phrase is, “Money made by money should be taxed like money 
ae eee While catchy, this #latement is invalid. It equates patie 
different types of Lara income money eae investment money—as being the 

ing i ame environment. 
Be arene RE Re of meat. It would be illogical to take the posi- 
tion that since both fish and cattle represent meat, that both could oe oro be 
the same environment. Fish require water. Cattle require pasture. Inv . n hee 
money cannot be grown in the same environment as ordinary ae ce a 
simple reason that the investor has options about where to invest his money 


her he willinvest it at all. ‘ ; 3 
Bi addition, this catch phrase incorrectly assumes that a job will exist to allow 


H made by men’’. It incorrectly assumes that the capital money 
BL Si abe flow. These money rivers, like water, will seek gree sone 
if the channels are clogged. Seriously, this catch phrase eve a fun siete a 
point, in that it assumes that the market—the scoreboard—wi ee eestae 
no matter what happens to the financial springs. The scoreboard wi , in ee 
drop as the financial springs dry up. Maybe the best answer I can ger ri 
if we’re running our Internal Revenue Service, I would rather ea a a4 ns 
on a $100 stock than a $70 tax on a $40 stock. You logically say, ut wi 
stocks really go down?” The answer is an unequivocal “Yes’’. 

Fewer people will invest. Stock prices will drop. feet y Peat x 

Industry will have difficulty raising new money to modernize its p ‘ 


Profit will drop. 
Stock prices will drop further. 
Men will be idioe: ‘ 
The tax base will wither. x d 
If we are to raise the capital requirements for our future, the working American 
must be given opportunity through our tax laws to become a participating 


itsaoes i i i h in capital gains—and 
I propose that he be given a proper incentive to share in_ pital g ( 
that faith in him will be returned to us manyfold by his faith in his own land, his 


Eagan ihe words, ‘‘Made in USA’’ will become the hallmark of excellence and 


economy. 


Mr. Utuman. Thank you very much for a very inspirational 
tatement. 
: The Chair recognizes the gentleman from Texas, Mr. Archer. 

Mr. Arcuer. I would like to join my colleague, Omar BunsOn, 
in welcoming you as a fellow Texan to this committee, as a persona 
friend and as one who has singularly made one of the greatest contri- 
butions to restimulating the American Spirit. But more importantly, 
I welcome you as one who is contemporary living proof that opportu- 
nity still exists for the little man in our American free-enterprise 


Ss aa ee ; 

: oT. Thank you, sir. , 

Mr inate Mr. Perot, you have certainly given us some new 
insights into this system of ours which, as is demonstrated by your ie 
lifetime and experience, you understand rather well. Your Ppepess 
certainly has great appeal. The average American may have little 
opportunity to accumulate capital. But tell me, how a in your 
judgment would this cost the Treasury of the United States? _ : 

Mr. Prror. I am not in a position to make those calculations. 

have neither the facts nor the figures. My proposal is a Bhyosepiie 
proposal. If the committee finds it attractive, your experts can dr 
on facts and figures. The number I have suggested is ee 
Assuming the idea has merit, based on your analysis and study, the 
final number the committee would choose obviously would reflect a 
balance between short-term tax losses and the long-term tax gains, 
which I am confident this proposal would give us. 
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Peto So, your propos) . not based upon any revenue 
ut upon your general philo i 
ae hee Sie LA g philosophy on what might be best 

Mr. Peror. Yes. I started with what we have to do. I looked at 
the alternative ways we have to do it, I tried to develop what I con- 
sider the soundest plan to get from where we are to where we want to 
be. But I do not have access to the figures that would be needed to 
come up with the projections you mentioned. 

Mr. Utiman. You have already indicated that you would expect 
“ a pac erchutntct heavily, probably as you are today and 

u probably will be. But, in ini i 
be pela y, mee , In your opinion, how should people in 

Mr. Prror. First, I will have to define my situation. It is a combi- 
nation of ordinary income and capital gains, so my ordinary income is 
taxed just on the normal basis. My capital gains are in sort of a unique 
situation. Normally, when you buy a share of stock at $40 and sell it 
at $70, you would be taxed on capital gains. All of my holdings are 
based on founder stock. In other words, any time I am taxed when I 
sell a share of stock in my own company there is not just the narrow 
spread. It is not from $40 to $70. Assuming the stock is sold at $70 
I am taxed on the full $70 because the whole thing is capital gains. 

In terms of what that percentage should be, I consider it self-serving 
for me to get into that, for me to try to tell you how to tax me. 

_ Let me speak from a business point of view in my case. I am speak- 

ing for myself, not for a class. I don’t speak for the securities industry. 

Witnesses following me will speak for that industry, and I am certain 

ee can give you better answers to the broad capital problem than 
can. 

I am concerned about the working American, not myself. The 
other witnesses will be concerned about the overall capital gains 
situation. In my own case, the taxes have been huge. I started out 
as a nontaxpayer. Then I got to the point where I was making a little 
bit of money and paying a little bit of tax. In the past 4 years, I have 
paid more in taxes than I ever dreamed I roule have money. The 
more often we can create that phenomenon, the better off we are. 
It is good for the country. Whatever that percentage will be, I will 
pay it willingly. 

2 ac Uximan. You do not have any broad theories then in the taxing 
ea 

Mr. Perot. I have one and this applies to me. No matter how you 
tax me, if you tax me 99 cents on the dollar, you leave all those great 
young people who are just starting out with me, that are in my 
training programs. Right now, I have about 700 people in training; 
we are teaching them the skills to be successful in our country. These 
are fellows just starting out, like I was not long ago—fellows off the 
farm and ranches and from small towns. They are just starting in 
business. Leave them an opportunity to get ahead. 

I am assuming you are taxing me 99 cents on the dollar, and I will 
do well. As long as you leave an opportunity for my men, I will do 
very, -very well. 

\There are other problems here. I am not a technician, as I told 
you, sir, but get into the lockout problem. One problem I have is 
an option not to sell stock and it certainly serves the purpose of the 
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Treasury to create an environment where people who own that 
stock sell it from time to time because only when it is sold do you 
pay the capital gains. There you have the delicate balance. 

I would urge you in structuring the new tax law not to make it 
onerous for a person to sell stock; otherwise, it stays locked up and 
it is of no value until it is traded. 

Mr. Unuman. Thank you very much. You have been very helpful. 

Mr. Schneebeli will inquire. 

Mr. ScHNEEBELI. I said to one of my colleagues you are sort of the 
Billy Graham of the business world. 

Mr. Perot. I don’t know if I deserve that but I do appreciate it. 

Mr. ScHNEEBELI. You reduced the problem to very understandable 
terms. We here in the committee, of course, know of your back- 
ground. We respect your common sense and certainly you are one 
of the greatest advocates in the United States for the free enterprise 
system, and your testimony means a lot to us. I thank you very 
much for coming. We appreciate having you. 

Mr. Perot. Thank you very much. 

Mr. Utuman. Mr. Landrum. 

Mr. Lanprus. Mr. Perot, as our friend from Pennsylvania just 
remarked, your talk is quite refreshing, and it is equally eloquent—I 
think it is probably more eloquent for its simplicity. 

I am thinking back to a remark that the late President Eisenhower 
made to me and the present Senator Griffin when we were down 
there one evening at his request to discuss some legislation for him. 
When the talk was finished, the late President said, “Boys, you put 
the fodder right down where the mule can get at it.”” This 1s about 
what you have done this morning. In the political arena where we 
live, sometimes we call it a jungle, and sometimes it is, but we have 
to live with public support. One of the axioms of people who run for 
public office is they would rather have $10 from a hundred people 
than $1,000 from one person to assist in a campaign. Theoretically, 
what you are telling the committee is that the capitalistic system 
needs support. It can get that support increasingly as it makes avail- 
able the opportunity for the little man to invest in and understand 
what the capital system is and means to this country. 

I think you have rendered a great service to this committee and 
to the Congress in presenting your proposal. 

I have two questions I would like to ask. One, what really makes 
you think the average working American would invest directly in 
corporate stocks under such a proposal as you present, and could he 
if he wanted to? 

Mr. Perot. Yes. Let me answer your second question first. Certainly 
he can. Secondly, if this proposal were enacted into law, then the other 
appropriate agencies of Government would want to put a very good 
set of alligator teeth around the securities industry to make this 
work. You know, you can shear sheep periodically but you can only 
skin him once. We want to build a proper harness so he can invest. 

The second thing is, why would he want to invest? He worked, 
he saved his money, he is trying to get ahead now that he has this 
money. What are his options? Where can he put it where it makes 


the most sense? 
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Under the proposal I have su is gi tracti 
2 : ggested, he is given a very attractive 
proposal to invest in Anferican industry to help create the new jobs; 
ones yey favorable basis, we have said if he takes the investment 
to tak eer a excellent opportunity for him. That will cause him 

r. Lanprum. I think this is probabl i 

y a technical question that 
you ey not want to answer, but I am satisfied you a answer it. 
ow does the working American’s investment create jobs? When he 
uys pork in General Motors, what becomes of that money that he 
pays for that stock? Does it go to the person who sold the stock to 


the individ j 
what 4 appens? or does it go to General Motors’ treasury, or just 
r. FERoT. It depends on the circumstances. If General Motor. 
. . * 8 
re selling stock to build a new plant, then it goes into General Motors’ 
pease, Let’s take the day-in ee operations where he is buying 
ough the New York Stock Exchange. Let’s assume Mr. Jones 
ae it and Mr. Brown buys it. The money goes into Mr. Jones’ 
Many people say Wall Street is nothing but a form of General 


eee wet does nothing for General Motors and it misses the 


z short sto 
broker called one of his client: ts aad 
NSE a Hee C eee s and said, “I have a great opportu- 
eee a areas ses said his client. 
€ broker called back and said, “I have a great tuni 
$5 a share with the same company.” ats es cate 
Buy me a thousand shares.” 
aes as he got to vee a share. Then he called his broker 

ld, “Sell.” There was silence on the oth 

puree the broker said, “To whom?” gr ge ae 
at man was the whole market in that situation. The function f 
the New York Stock Exchange is to provide the “To whom.” : 

That is the scoreboard. 

Why is that se important? Next time General Motors wants to 
poise tothe market, there is a value on their stock so they can get 
mes Ree ee ue ae aoe and so all of these retirement plans 

sion funds that own General M ire- 
ment ee Motors can pay those retire 
r. LANDRUM. You did not mention in 
g t your statement but recent] 
I read something about you—I believe it was in Dunn’s Geen 
which I gather that you have in your mind an idea that you could 
form sort of a mutual operation for let’s say a class of investors known 
i achooligachers Hes moneys small sums available for placing 
savings account but which they might put into a i 1 
Would gen expand on that? seer rs dhs a 

Mr. Perrot. There are many creative things the security industry 
can do for the small investor. Again, you have to take each investor 
as an individual case. The savings of people like the schoolteachers 
need to be put into very conservative investments where their prin- 
cipal is only at minimum risk. The individual schoolteacher cannot 
afford a $100,000 U.S. Treasury bond. However, a group of school- 
teachers pooled together can afford a $100,000 U.S. Treasury bond 
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with a better interest rate than they could get from the smaller bonds 
and at no more risk than from buying a $25 bond. That is the example 
that was used. There are many things we can do that we must do. 
As we do things like that in the securities industry, we provide more 
and more opportunity for the individual investor to invest. 

Mr. Lanprum. Thank you, Mr. Chairman. 

Mr. Uuuiman. Mr. Broyhill. 

Mr. Broyuiuu. At the risk of being redundant, I am going to re- 
peat for emphasis the feeling expressed by my colleagues regarding 
your testimony. I wish to commend you. I feel it is one of the most 
interesting and effective statements that we have had before this 
committee in a long time. I wish to commend you and I feel that your 
life, the initiative you have exercised in business, ‘the success story 
in which you are involved stands as a.great tribute to the soundness 
and the effectiveness and the strength of our American free enter- 
prise system. You were very careful here this morning not’ to be self- 
serving in your statement to the committee. In fact, you made ref- 
erence to that in answer to one of the questions, but still the American 
people are humans. Some of us are cynical. Some of us are suspicious, 
and I would just like to try to be the devil’s advocate here this morn- 
ing and ask you two or three questions regarding your proposal. 

You mentioned that you are the major investor in a brokerage 
firm. How will your proposal affect the profits of that firm? 

Mr. Perot. Anything that is done in a positive way—the short 
answer—anything that 1s good for the American economy and Ameri- 
can business will have a positive impact on me, so this would have 
& positive impact on my business. 

Never lose sight of the fact that as this occurs, the number of em- 
ployees increases, the tax base increases because each employee pays 
taxes and, more significantly, the corporate taxes increase. 

So, as you put it all together, the objective in our country is to 
have our business strong and growing and to have more and more 
people employed. But it will affect me in a positive way. 

Mr. Broyuitu. You are an insider on Wall Street. You made 
reference to the fact that some people representing the securities 
industry will be testifying later, but does your statement and pro- 
posal represent the thinking of the Wall Street firms? 

Mr. Perrot. No, sir, this is not the position of the securities in- 
dustry. I appreciate your asking me that question because it is not. 
I smiled when you said I was an insider. If I may tell you a short 
story, I think it summarizes it all. 

I recently spoke on a college campus and after my speech a young 
lady stood up and asked me, “Do you think you could possibly un- 
derstand what it is like to be a major minority group?” I said, “Honey, 
do you know what it feels like to be a Texan on Wall Street?” 

I am not an insider. I am a very large investor in the securities 
industry. Somebody asked me the other day if I were a member of 
the club, and I said, “I don’t even know where the clubhouse is.” 

Mr. Broyui.. Since you are from Texas and have been a success, 
a lot of people look at you principally as being an oil man. Why did 
you invest in a brokerage firm, Mr. Perot? 

Mr. Prror. We had a time of financial stress when there was a 
possibility that the securities industry would cease functioning prop- 
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erly for a period of time. I was asked by a number of people in our 
Federal Government and by a number of people in the securities 
industry to step forward and make this investment to keep the securi- 
ties industry functioning in an uninterrupted fashion. 

In total candor, it was in the process of deciding whether or not 
to do that, that all of the thoughts that I have expressed to you 
crystallized in my mind, my first reaction was if they have a problem, 
something better will have to replace it. As I started looking at what 
would replace it, my first reaction was it affected only a few people; 
then I started looking at all those pension and retirement funds and 
at the millions and millions of people who would be adversely affected. 
It became obvious to me how important this mechanism is to our 
country and how sensitive it is. I realized that whatever it takes to 
keep that mechanism operating in an uninterrupted way, that is 
what we should do, and that is what I did. 

Mr. Broruitu. Thank you. 

Mr. Uuiman. Mr. Fulton will inquire. 

Mr. Futon. I want to join my colleagues in expressing a cordial 

welcome to you, Mr. Perot. 
_ Lknow of your work in connection with the release of our POW’s 
in Vietnam. I want you to know that we had a day for returning 
POW, Capt. William Marsh. I know you are acquainted with him. 
He asked me to extend his warm appreciation for everything that 
you have done toward bringing about his ultimate release. 

Mr. Prrot. Did you have a good crowd? 

Mr. Futron. Yes. 

Mr. Prror. I knew Nashville would turn out the way it did, and 
I am thrilled that it did. 

Mr. Uuiman. Mr. Conable will inquire. 


Mr. Conasye. I can understand why these Texas politicians are | 


being very friendly with you. I would hate to have you living in my 
district and running against me. 

I would like to ask you a couple of technical questions. 

Mr. Arcugr. Let the record show that Mr. Perot lives in Dallas, 
not Houston. 

Mr. ConaBte. See, they are pretty nervous. 

I would like to ask you, sir, on the technical side, would you make 
your provision prospective only? We have a record, of course, of capital 
gains through persons’ income taxes going back some way. Would 
you apply the $100,000 back to the beginning of time, or would 
you take some cutoff point back a ways and add up and see if 
they had a total exclusion of $100,000 and tax them thereafter? How 
would you handle that? 

Mr. Prot. My recommendation would be that if they realized 
$100,000 in capital gains, they missed the bus. This is aimed at the 
man trying to get started, not at the man who is driving the Cadillac. 
That is the difference. 

Mr. Conasuiz. What other safeguards would you have to be sure 
you were giving capital incentives to the average American? Or would 
you worry about that? 

\Suppose a man had half a million dollars of insurance and half a 
million dollars in the bank but never happened to go the capital 
investment route because he was, let us say, a very well-paid pro- 
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fessional and did not have to get into an area that was unfamiliar to 
him. Would you provide for any mechanism to be sure that he was 
not getting a windfall taxwise for the first time? 

Mr. Perot. Yes, sir. My proposal is not aimed at that man. Let’s 
take the man who inherited great wealth but he inherited it in such a 
way that he never technically had a capital gain. This should be 
aimed at the person to whom I refer as the backbone of this country— 
the working American who is trying to build something. 

Mr. Conasiz. Would you provide an exclusion for people who had 
an income over a certain level? 

Mr. Perot. Yes; I would weed them out every way I could. Then, 
again, let me give you an example. Let’s take the young doctor. 
Our mental picture of him is a man of great wealth, but many of these 
boys work to get through high school, college, and medical school. 
Talk about money made by investment—some of these fellows have 
sweated so hard they need salt pills. I would say a young doctor Just 
starting out is eligible for it because he is a working American. 

I picked a professional example—I could take a lawyer or engineer— 
but the fact is that as he starts to build, he would be eligible; whereas, 
inheritors of wealth or people who have very high incomes, you might 
wish to exclude. Again, I would leave that to the judgment of the 
committee, but I would think we would lose our effectiveness if we let 
it become a windfall for the wealthy. My thought is it should be just 
the reverse. 

Mr. Conaste. I understand that. That is going to be technically 
a little difficult to achieve. - 

In talking to the Tax Committee, would you care to carry your 
gta gee any further into the field of estate and gift taxation 
as well? 

Mr. Perot. I-am not enough of an expert on that. 

Mr. ConaBie. There are some philosophical similarities. 

Mr. Prror. When I say I am not an expert, you probably ask why 
not, because I will face that problem some day. 

I don’t plan to leave my money to my children. I think the greatest 
legacy I can leave my children is this great country and the great 
opportunity I have had, and that is why I am here today. 

Mr. Conaste. I assume you would not object to our following a 
policy that left a modest exclusion from the estate tax, then taxing 
Hany. heavily beyond that? 

r. Perot. I am not a student of that. It has not impacted my 
business or my personal life, so I can’t really speak sntattigently on 
that subject. I am sorry that I can’t. 

Mr. Conasue. One last question. This is going to change the 
pattern of investment if we were to adopt your proposal substan- 
tially. Instead of the flood of capital coming more from the upper 
middle-income class and business institutions, presumbly we will 
tap a new seé of springs, to use your simile. Do you see any disruption 
of the capital market as a result of that, or are you assuming that we 
would continue to tax the average investor today who is above the 
working-class level in much the same way we are now taxing him? 

Mr. Perot. I am assuming there will be changes to that tax. I 
am sure people from the industry who are speaking to you today 
have spent hours in thinking this through in balance between tax 
revenues and how you tax. . 
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I think it would be a great mistake to tax the upper-income person 
who invests in securities“so onerously that he does not invest, the 
point being we need to put that huge pile of money together to 
modernize our industries. Everything I have said can be symbolized in 
what we have made in the U.S.A. going overseas again. It is going to 
take a lot of money to get there—small man’s, big man’s, ara body s 
money we can get. 

Mr. Uuuman. Mr. Burleson. 

Mr. Buruzson. I have only an observation, Mr. Chairman. 

Mr. Perot, you have given clarity to the matter of capital gains 
as being “locked in.” We have heard a great deal of testimony before 
this committee on this subject. You have given clarity to the need 
for a liquid stock market. You put it in a way that even I can under- 
stand. I appreciate your statements and have great respect for your 
views. 

Thank you, Mr. Chairman. 

Mr. Uuiman. Mr. Chamberlain. 

Mr. CuamBERLAIN. Thank you, Mr. Chairman. 

I, too, want to join my colleagues in commending you, Mr. Perot, 
on your statement. While you may want to play down your academic 
training, I feel that you have convinced this committee that along 
the way you have learned a good deal. 

Mr. Perot, there is one question that I would like to ask you, 
and it is obvious that you have given a great deal of thought to your 
suggestion. I am wondering if you could tell us why you have con- 
cluded that the figure of $100,000 would best serve your purpose. 
Why not $25,000? Why not $250,000? Or why not $10,000? y 
$100,000? What is the process you went through to arrive at that 
amount? 

Mr. Perot. As I mentioned earlier, I do not have access to the 
facts and figures to select a precise amount. I selected $100,000 to 
dramatize that I feel it should be a substantial sum; certainly, the 
final amount assuming this were enacted into law, could be higher, 
lower, or whatever all of the technicians and experts conclude is 
appropriate. But my purpose was to separate it from $5,000 or 
$10,000 which I do not feel would provide the same stimulus as a 
much larger figure. : 

Mr. CHAMBERLAIN. If your concept is a good one and the committee 
were disposed to go along with it at some level, and there might be 
some apprehension about your figure of $100,000, would you feel that 
starting out at, say, $10,000, would be a step in the right direction? 
Would that not have some stimulation for individual investments in 
the system? Would that be better than nothing? 

Mr. Prror. It would, certainly. President Johnson had a great 
statement when someone asked him if a half a loaf is better than none 
at all. He answered that half a slice was better than none. Compared 
to what we have now, the $10,000 would be better than nothing at all. 

Mr. CHAMBERLAIN. Your statement is in marked contrast to the 
statement we had just a few days ago from Mr. Meany who appeared 
before the committee. He had recommendations for closing so-called 
tax loopholes that would raise an additional $29 billion in revenue. 
He was going to do this by eliminating the preferential treatment of 
capital gains, $7 billion. He was going to pick up $3 billion by elimina- 
tion of ADR depreciation, and the 7-percent investment credit, $4 
billion. So half of what he was recommending was in these three areas. 
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What would your comment be on Mr. Meany’s suggestions? 

Mr. Perot. Well, we disagree. Probably the fundamental disagree- 
ment, of course, is that I feel that there should not be a contest 
between management and labor, but the whole essence of the thing is 
a teamed management. We talk about productivity in this country. I 
have said publicly many times I believe in it and I believe the people 
in the corporate offices ought to start sweating first. We create the 
jobs and opportunities for the man in the plant to be more productive. 
To get from where we are to where we want to go—so the American 
worker not only has a job but we are exporting goods all over the 
world—then we are going to have to work very hard as a team. 

I am not familiar with Mr. Meany’s entire testimony, but any 
program that would dry up the capital markets must also include a 
plan to provide through alternative sources the money to ‘modernize 
our plants, and so forth. ; 

In the excerpt you read, sir, I did not hear anything there about 
this. I can see how you could take money out of the market that way, 
but we have to put the money into it so the American worker can keep 
his high standard of living and even improve it, if we can. 

In the history of this country, management presents one side, 
labor presents another side. I say I want the American worker to 
have a high standard of living. I want him to live better than his 
counterparts throughout the world. I would have a massive invest- 
ment of capital around him so he has the tools to outproduce anybody 
else in the world. hae! 

Mr. CuamBeruaix. Then you want to make him a capitalist, too. 

Mr. Peror. When you study the system, that is the only place 
where there is that much money. I am sort of like the fellow standing 
down by the side of the road in coveralls. A Cadillac pulled up along- 
side of him and the driver asked him if he knew where New Boston 
was. The fellow answered no. Then the driver asked him if he knew 
where Gladewater was, and he said he didn’t know where that was 
either. Finally this fellow in the Cadillac said, ““‘What in the world 
do you know?” The old fellow answered, “I know I am not lost.” 

So, I think that kind of summarizes it. When you look at all these 
things, it is easy to figure out the volumes of money we need; then, 
as a very practical matter, you say where do we get it and you see 
where it is, and there is no other place to get that much money and 
you have to create an environment that causes the working American 
to want to invest in industry. 

Mr. Utuman. Mr. Green. 

Mr. Green. Welcome to the committee. 

You are referring to an exemption of $100,000. You are talking 
about realized capital gains, not unrealized. 

Mr. Peror. Just realized, yes, sir. 

Mr. Green. I think it is a very interesting concept. It is intriguing. 
Your main thrust, as I understand it, is to give the little guy, the 
average guy some opportunity to get into the mainstream of success. 
Isn’t that it, basically? 

Mr. Preror. Yes, sir, but for a very pragmatic reason. That is the 
only place in this country where there is enough money to do what 
we want to do. We are not trying to put our arm around his shoulder. 
Collectively, he is the biggest financial guy in the world... 

*Mr. Green. There are about 30 million owners of stock in this 
country. From what I understand, somewhere around—and I‘ am 
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guessing at these figures from memory and perhaps inaccurately— 
but about 80 percent of the stock is owned by 1 or 2 percent of the 
investors. Do you have any comment on that? That has been my 
understanding in the past. 

Mr. Prror. These are problems anytime you get into statistics. 
We have a story down in Texas about a fellow who drowned in a 
river which was only 6 inches deep on the average, but he stepped in 
a hole. That statistician was right but the 7-foot hole was there and 
the man drowned. The point is, if you have the Dreyfus Fund as a 
single holder of securities, and you ignore the hundreds of thousands of 
people who bought the mutual funds—do you see what I mean? Then 
you can pile it up that way. You have the securities industry here 
and the New York Stock Exchange. I am sure they will have good 
hard answers to that. It depends on how you arrive at your numbers. 
_ Mr. Green. The general thrust of what you have to say I find 
intriguing; and at least on the surface, meritorious. It is something 
which we should consider. Frankly it is a proposal I have not heard 
advanced before.. 

It is my opinion—and I am not sure I am right and I think we per- 

haps have to examine these matters thoroughly before we act on your 
recommendations. 
_ It seems to me that the great body of our workers in this country, 
the average people that you propose to give a chance, are not savers. 
Rather than savers, they are those who are constantly in debt. In 
fact, if they want to enjoy what we have considered the necessities 
at this point, but are not—the dishwasher, the automobile, and so 
forth—that they dissave. I wonder how this proposal will really open 
up the opportunity you describe. 

You have indicated that you are not set on the $100,000 figure but 
I think that is something else we should examine. " 

Also, isn’t it that we don’t want to boil the Dow Jones average 
and not take if from 9.3 percent as has happened in the past, but you 
want to bring in new sources of income to invest in plant and equip- 
ment and the like to create new jobs to provide a growing economy? 

As I understand it, perhaps I am wrong again, but a very small 
percentage of the money invested, you know, the new money coming 
into the stock market, goes into plant and equipment. iy 

The great bulk of the money reinvested in plant and equipment is 
from the retained earnings of companies already on the stock market. 
How does this fit in? 

_ Mr. Pzror. If this plan or some variation of this plan were enacted 
into law, then certainly the Federal authorities would want to make 
sure these billions cf people get a fair shake. 

If I were in a policymaking position, I would give a copy to every- 

body of Adam Smith’s beok, ‘‘Money Game,” where angels fear to 
tread, pitfalls, and so forth. 
_ So, we need to provide good safeguards to the individual investor 
in the marketplace. The stock exchange and securities industries are 
undergoing reform now. I think the whole thing could be tied in 
together to get those safeguards that are required for the individual 
mvestor. 

Mr. Green. Am I interrupting? 

Mr. Perot. No; go right ahead. 
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Mr. Green. We have in tho past some impetus to get into the 
stock market, Dow Jones, when new sources of revenue were pumped 
in. 

It may have a temporary effect but then it brings up the Dow 
Jones. Investment in plant, and equipment, and so forth. You have 
this increased source of revenue, don’t you? Don’t you have a situa- 
tion where you might drive the prices up by increased demand without 
getting dawn to the basic problem of investing in new plants, new 
jobs, new fuctories, new equipment. 

Mr. Perot. As the money comes in the market becomes more liquid 
and suddenly, if you get into the scarcity phase of the market, it goes 
up. What you are describing starts to happen. Let’s take the market 
as an imperfect measure. It is the best in the world but it is imperfect 
and let’s assume that starts to happen. 

At that point in time new companies can be born again. New 
companies in this country are like babies; they are hard to give birth 
to, fragile when small, but fundamentally important to our future. 

In a strong market it is possible for the new company to get the 
venture capital to start the two- or three-man operation that may 
be the General Motors of the country 50, 75, or 100 years from now. 
So good things happen in that kind of market. 

Secondly, what happens there is the market starts to rise. At 
that point you are going to see these public utilities come into the 
market selling stock because they have to build the nuclear power- 
plants and they have to find the alternate energy sources. 

Right now we have a securities market where it is very difficult 
to raise all of the money that needs to be raised, so the minute that 
meter starts to swing up, you are going to see people coming into the 
market to get money to expand their companies. 

You would like to see the dollars go into that because it goes di- 
rectly into jobs. You create a climate that mukes that possible. 
The witnesses following me can speak far more eloquently on this, 
but that is what occurs. 

The net effect is good even though there are imperfections in it. 

Vr. Green. Let’s take your $100,000 figure or it could be $50,000 
or another figure. 

Would you apply it to investment, for example? Suppose I de- 
cided that I want to take my crack at getting my $100,000 in capital 
guins tax free by investing in used housing? 

What would that do for the economy? 

Mr. Pgenor. Let’s assume you go in and buy used housing. Let’s 
assume you go in and buy houses that are unoccupied, 

In Long Island and in New York 

Mr, Green. Come right into my district. 

Mr. Peror. The man who goes in there, who makes those purchases, 
hires the painters, the carpenters, on and on, he is creating jobs as 
he does that and this does great things for this country. 

As you take those houses that are right now a great drain on the 
Federal Government and you put those houses back inside the market 
again, you have No. 1, Stel jobs for people to fix them up. No. 2, 
you have created a home for » man who has been looking for a home 
and you make a match with him. The best thing you have done in 
that case is that you took the drain off the Federal Government. 
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Mr. Green. I don’t think you are going to make your killing in 
an investment. 

Mr. Psror. I assume that would be a capital gains type invest- 
ment. The man who did it would have a corporation and would be 
doing this as a business and he would get a capital gain from it. 

Mr. Gregn. Once again, I thank you very much. 

Mr. Perot. Thank you. 

Mr. Utiman. Mr. Duncan. 

Mr. Duncan. I would like to join my colleagues in welcoming you 
to the committee. There are just one or two questions I have relative 
to business at hand. 

Several suggestions have been made relative to the holding period 
for capital gains. Some advocate that the rate should decline as the 
holding period increases. 

Others advocate that the capital gains rate should increase for 
shorter periods. What would be your views on stretching the holding 
yeriod? 

Mr. Prror. We are right in the center of things that would affect 
me and I take no position before this committee on those things 
because I am solely intent on having this position heard. 

I say do whatever in your judgment and wisdom should be done 
after you have heard all the other witnesses. 

Mr. Duncan. Is business capital investment usually financed 
through savings in the stock market rather than in the increase in 
the money supply. 

Mr. Prror. It is a combination of things. I used the analogy of the 
watch. As interest rates go up in this country, particularly at this 
time, it is like dripping sand down into the watch: a lot of interesting 
things happen. ; 

Many of our big companies are getting their expansion handled 
through bank loans or long-term loans through insurance companies 
opposed to stock because they don’t like the stock price. 

The more the companies have to pay for that money—let’s assume 
you are making washing machines—if you are paying 8 percent for 
money, obviously I am going to have to pay you more for the washer. 

We build in an inflationary cost cycle by using borrowed money 
rather than using equity money that comes in through the securities 
market. 

That is one alternative we have to keep carefully in mind as we 
look at our various options. 

Some people say let businesses borrow whatever they want. 

_. If you look at the tacked-on extra costs, that becomes an unsatis- 
factory alternative. ; : 

Mr. Duncan. Have you found savings increased when savings in 
the market place are reduced by individual investors or savers? 

Mr. Prror. It is not an immediate reaction. The best analogy I 
can give is that of the difference between a motor boat and a battle- 
ship. If you turn the wheel on a motor boat, the boat turns immedi- 
ately. If you turn the wheel on a battleship, it goes forward for a 
.while and then begins to swing around. Our economy is like the 
‘battleship. It is a while before anything happens and then the economy 
starts to swing and it is hard to stop. 3 : ; 
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If you want to turn right, you have to turn your wheel to the 
right because you will have crossfire and you will have a delay. 

Mr. Duncan. The less people save, the greater the danger for 
increased inflation; isn’t that true? 

Mr. Prror. That is one of the principles most economists use in 
their planning; yes. 

Mr. Duncan. Do you agree with that principle? 

Mr. Peror. I have limited experience in this one area but basically 
it makes sense. 

Mr. Duncan. Thank you. 

Mr. Utitman. Mr. Gibbons. 

Mr. Gissons. Mr. Perot, I don’t want you to take anything I 
say as being a personal attack on you because I have a great admiration 
for your skill and your ability to put things together and make things 
work. We need more people like you in this country. y 

We used to talk about you last year as the first medicarc billionaire 
America has had. I understand your electronic stock is worth about a 
billion dollars; is that right? 

Mr. Perot. If you took the number of shares times the price, you 
could get that figure. 

Mr. Grispons. Right now it is not doing very well? 

Mr. Perot. It is doing quite well. 

Mr. Grssons. I noticed it has a price earnings ratio of 41 to J. 

Mr. Peror. That is a good price earnings ratio. 

Mr. Gissons. Why would an investor want to buy your stock when 
he could buy Exxon at a 13-to-1 price earnings ratio? 

Mr. Prror. That is the investor’s choice. 

Mr. Gissons. What about the fellow who bought your stock? 
How long will it take him to get $100,000 in capital gains? 

Mr. Prrot. At this point, anyone who buys his stock above his 
present price obviously has a loss. In my comments this morning I 
mentioned one of the problems that you incur loss as well as gain. 

We have done a number of studies on the individual investor. We 
find it is very important to the individual investor to retain his 
principal. I can’t give you a short answer because you have asked me a 
hard question. You need to build your investments in pieces. 

Most of your investments need to be in what I call foundations and 
that is just like the foundation in your house. This includes corporate 
bonds, it includes U.S. bonds and then you have another layer of 
what I call serious dollars and another layer of investment dollars 
and another layer of risk dollars. 

You put all these layers together and you have a sound investment 
program and you will have some guins and some losses but overall 
you will be making money year in and year out. 

The worst mistake that any investor can make is investing without 
careful study and careful analysis and this is a continuing problem— 
people will work hard to make money. 

As a matter of fact, I am getting ready to run an ad on this subject. 
You have to work as hard to invest your money and yet some make 
investments on a tip. That is not psa business. 

Investors have to study and analyze and make a study based on 
their analysis and not put all of their money into any one security 
to have a sound investment program. 
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Mr. Giszpons. I realize you have to have a sound investment 
program. 

Mr. Perot. The point is you don’t have a sound investment 
program by putting all of your money in one program. 

Mr. Grssons. If we were to forgive the capital gains tax until 
everyone made $100,000 in capital gains, we would obviously have to 
forego some revenue in the current picture. 

As I recall, you did not know how much revenue we would have to 
forego; is that right? 

Mr. Perot. Short term, I would assume there is a revenue loss. 
I have neither the facts nor anything in the way of figures available 
to allow me to make the calculation. 

Long term, I am convinced there would be a massive gain. 

Mr. Grszons. How long is long term? 

Mr. Prror. Sir, I have said a number of times to other questions 
that I am not—I am trying to present a philosophical approach here 
today as opposed to a technical statement. 

Mr. Gisspons. Unfortunately, we can’t run the Government on 
philosophical approaches. ; 

We have tried that, and we have greater than a $250 billion budget 

and you are advocating, I guess, that we give up about $4 billion 
or $5 billion worth of taxes. 
_ That would add to the national debt, which would add to the 
inflation that we have, and I assume you would agree with me that 
much of our inflation comes from the horrendous debt we run every 
year. 

If we lower the taxes of those people who receive capital gains, 
whose taxes would you suggest we increase to make up for the 
difference? 

Mr. Perot. One thing that is obvious to me is that we have to 
pay the bills. ~ 

Myr. Gissons. Yes, sir. 

Mr. Peror. You never go broke if you are paid current. I under- 
stand we are going to have to raise the revenues we need to run this 
country and throughout my testimony today I have told the com- 
mittee that I have not tried to be a careful student of all that. 

‘I recognize it has to be done. I expect to pay my fair share as it 
is needed. I have tried to limit my focus in this one area but, obviously, 
if you create a situation that causes even a temporary decrease in 
revenues, you have to have offsetting income. 

Mr. Grsons. I think you are a very honest and forthright and 
intelligent person. 

I really appreciate the story you told about ‘to whom.” When I 
look at the performance of your stock here it looks like you are looking 
“to whom.” You only had 1,800 shares change hands yesterday, if 
I am correct. i’ 


sir. 
Mr. Gissons. Am I wrong in 1,800? 

\. Mr. Pgror. I don’t know. I have not looked at the paper. I am 
sure if you looked at the paper you are correct, but you are missing 
the point. In the event the working American decides to invest in 
American securities, he has a free choice of different securities to 
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invest in and depending upon his needs and his income situation and 
his requirements, he will put together a program to make that 
investment. 

Mr. Gipspons. Thank you. 

Mr. Brotzman. First I want to tell you I know where Gladewater, 
Tex., is. 

I would also like to welcome you to the committee. 

In this whole area relating to our free enterprise capitalistic system, 
I once heard someone say, ‘There are some people who don’t like 
ite 

To them, it is a tiger to be shot. Some want to take from it without 
giving anything back. 

To those individuals the system is a cow to be milked. Actually 
the system is a magnificent horse pulling a heavy load. Really your 
idea is to get more people to help in pulling the load. 

Mr. Preror. Yes; we start with the job of what has to be done and 
we look at how it is to be done and where is the money. Once we 
identify that, the problem is to put together the money with the 
needs. The need is to make the inired States competitive around 
the world. 

Mr. Brorzman. And make it productive and competitive. 

Mr. Perot. The job starts to grow and the more opportunities 
for people, the bigger the tax break. Every time something good 
happens, we hire more people, we increase the corporate taxes, and. 
we increase the ability to tax. F 

Mr. Brorzman. While your idea is novel in this respect, I think 
by the same token we find certain parallels in the code right now. 
One that immediately comes to mind is the mortgage interest deduc- 
tion. 

This committee, at some time prior to’my arrival, decided it would 
be a healthy thing for people in this country to own a piece of this 
country, real estate, and I think it has in fact worked that way. 

It is true, as has been stated before, that we have to look at what 
these things cost. 

I think you said it in response to a prior question, but implicit in 
your whole idea is that even though there might be a short-term 
Treasury loss, that the long-term benefits to the Treasury would be 
overwhelmingly in the gain column. Is that not your idea? 

Mr. Prror. Yes. I can’t come up with a perfect point. That is 
one of the problems all of us human beings have. None of us is perfect 
and we have trouble making perfect plans. 

Now, the long-term gains will be very attractive. If we just sit 
here at this point in our economic system and spar with one another, 
the clock runs against us, as a country. At a time when the German 
Government and the Japanese Government are charging no capital 
gains, we devalue the dollar and the Japanese industry subsidizes 
industry by 10 percent. So many times, people have said the cards are 
stacked against us. 

We have to develop a game plan to really compete. We can use 
the fact that in the market we are the biggest. We can tell the Japanese, 
“You like to sell those Sony radios here in the United States.” 

Let’s tell them the whole story though: The Japanese have out- 
performed us. We can take that temporary umbrella and it gives us 
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time to make capital investments and gives us time to become 
competitive so we can cofupete as we head on down the road. 

I don’t see any other option except to face the issue and really go 
after the problem. That takes an unbelievable amount of money. 

Mr. Brotzman. We might characterize the short-term loss as a 
sound investment in the free enterprise capitalistic system. 

Mr. Perot. I look on it that way. I think there are people in the 
country who feel this is the time for government to nationalize capital 
intensive industries. If we start nationalizing these industries in our 
country, we are going to have oppressive taxes and we are back to 
my watch analogy again. We have all of these inner workings to 
consider and if the timing is bad, we can have a whittling of the tax 
base when there is nationalization. é 

What we have here is a goose that lays the golden egg. We are not 
at a point in our history where we are walking around trying to figure 
out how to get her to lay two. The thing that amuses me is that there 
are some people working on recipes to cook her. That says it all. 

We have got to get better performance out of industry, better per- 
formance out of our capital system, and this is not the time to destroy 
it or have people who have studied the theory of watches start tinker- 
ing with the mechanisms. I want an experienced watch repairman on 
the job at this point. 

Mr. Brorzman. My time is up and we thank you for a stimulating 
presentation. 

Mr. Untman. Mr. Waggonner? 

Mr. WacGonner. I want to express my appreciation to you for 
bringing a. breath of fresh air into this hearing room this morning. 
If I had to comment on your statement I would say you put some 
people into a tailspin today because your statement makes a little 
too much common: sense for some people that have already come 
before this committee and some others that I suppose we will have 
before us later. 

I hope it is not as confusing to them as the gentleman in the Cadillac 
who was trying to find the town of Gladewater. He stopped to ask the 
way from a man in overalls. When the man replied he didn’t know, 
the gentleman said, “You don’t know very much, do you.” The man 
in overalls said, “I know I’m not lost.” 

In regard to Mr. Gibbons’ statement having to do with a revenue 
loss, I accept the fact and understand that you are talking philosoph- 
ically. But it is just possible, is it not—inasmuch as we don’t have 


this reserve bank of capital gains tax credits we might say or benefits 


available to the people today—that there might not be any loss to 
anybody because these are not even the people who are involved. in 
investments. So we might be approaching this from the wrong point 
of view, might we not? -- .- .... 

Mr. Perot. Yes, and you are close to the center of the target in 
your comments, there. I have the resources. I can hire the experts to 
come in here with the darndest series of charts and slides. But my 
point is this: I don’t think it is appropriate. If it is the will of the 
committee, I am in the computer business so I would be making work 
for myself—complete detailed analysis of this whole thing, where it 
works, where it does not work, where the problems are and so on and 
so forth. But it seems to me it is far better to discuss the concept, 
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to point where the money is and how you put the money to work aug 
let the experts in government, the experts in Internal Revenue, t ‘i 
experts on the Ways and Means Committee staff, look through all 
this, give you answers to those questions and then you, in your 
judgment, can decide what can be done. . 

Mr. Wagconner. Mr. Perot, a week ago last Sunday, I spoke to 
the Indiana State Medical Society and last Thursday night, to the 
wnnual dinner of the Cleveland Business Show. I said to both those 
groups I hope they would remember this one statement if they 
remembered nothing else—and I would like to know if this is what 
you have in mind—I said to them: ‘‘What this country had to realize 
was that the only money available for anybody to utilize for consumer 
credit, for corporate business ventures, for plant ‘expansion, | were 
those dollars which were liquid because they were someone 6 savings. 
The thing that we in this committee, in this Congress, must never be 
a party to would be to use the tax system to destroy am incentive 
society. We must not destroy private wealth. We must use ‘our system 
to create more wealth so that we have more expansion dollars available 

body’s needs. 
se ai asi you are saying? Do you think we can accomplish 
this end by establishing a pees gains exemption of $100,000 which, 
rse, 18 Dot a sacrosanct figure? 
ss <tr: PERor. Yes, that sums it up. I wish I had had your speech 
earlier, I could have made mine shorter. : j 

Mr. WacconNer. You have one supporter on this committee. 
Thank you very much. 

Mr. Unuman. Mr. Clancy? 

Mr. Cuancy. Thank you, Mr. Chairman. I, too, welcome you to 

the committee. I would like to say that your words here today are 
very encouraging for many of us who share your same philosophical 
riewpoint. 
: Slee ondenae however, how much difficulty we would encounter 
in determining what group of people would be eligible for your pro- 
posals, and I was wondering whether or not you would have any 
comment in regard to using a person’s net worth in determining 
whether or not he or she would be eligible for the benefit of your 
proposal. bs 

Mr. Perrot. Yes; I think it should. 

Mr. Cuancy. Do you have any idea as to how much net worth 

‘ involved? 

i eee look at a man with a net worth of $200,000 or $300,000, 
he is there. We are trying to start with the workingman to let him 
accumulate $100,000 net worth. The simplest and fairest rule would be 
the person who has crossed that threshold is no longer eligible. 

Take the case of the young professional. Whether he be a physician 
or engineer, his income could be quite high compared to others in the 
early years of practicing his profession. I would think his net pie 
would be very low in the early years, so here would be a person who 
would have some capital that he would be willing to invest ; 

Mr. Peror. The man you just described would be eligible. He is 
probably still paying for his law books and his law office furniture. 
He started practicing and he is making pretty good money practicing 
law, but if you look at his assets versus his liabilities, he may have a 
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He is the person strivin i 

s th ig to get ahead. Certainly he would be a good 
pee hehich in the industry because he has the money to invest. 
ee S purposes to invest. I certainly feel he would fall into this 

Mr. Cuancy. I think iti 

. A your position makes a great deal of sense 
pas to polos on what Mr. Waggoner was saying, they talk about de 
pores oss, 1 seems to me you are broadening your tax base and 
e efore you are going to provide more revenue, so to speak, by having 
eae people accumulating gains. They have already paid taxes on 
B a fas penta pe and from their savings, they could invest and 

. ie : itional gains and put more tax revenue into the Treasury. 
oe cee The Japanese and Germans have no capital gains 
ie said we will have no capital gains down here in this strata of 
7 society that can finance the expansion of the country. That is all 

“s saying today so I agree with you 100 percent. 

A e Cuancy. There has been a great deal of discussion about the 
pure ase and sale of capital stock. You are not confining these 
capital gains to those gains realized by the sale of capital stocks or 
investments in capital stocks, are you? 

- a No, not at all. 

Mr. Cuancy. You would encourage investm i ; 
capital gains could be realized. 3 Skips» pees annie 

Mr. Prror. Yes. 

Mr. Cirancy. Thank you very much. 

a He ees: Mr. Archer. 

Mr, ArcuEerR. Mr. Perot, as has been said b 

s been s y a number of my 
golasgues) your proposal makes a great deal of good Gdnivn Bhsende 
epee enough, that in itself may be its downfall in Congress. 
oe peed nee to ask you your idea of what should be a gain under 
oe ormula. Let me give you an example of what I am driving at. 
vet's assume I buy a stock and I am eligible at this point because of 
ny net worth to fit within the category. I buy a stock and hold it for 
say, 5 years and realize a dollar gain of 25 percent but during that 
pened ef ne aeget poraios et an average of 5 percent per year 
you consider that I h ce i those 
pitta ae ad a real taxable gain under those 
abe eae ne ppyignsly you do not have a gain. 

Mr. Arcugr. So that income in dollars would not be incl 
; cluded 
- Ha your Os saa exemption because my position as a holder 
of capital from a purchasin : yi stuall 
cee p asing power standpoint has not actually 

Mi. Perot. There are a number of c icati i i 

: imbe omplications such as inflati 
axel woe phoce to write into the law on a subject like chia 
1 . . . . 
wale yeu probably wind up being a function of management 
The real objective is to-solve this pr i i 
A sea aa problem of getting a bigger and 
Mr. ArcuEer. Where would ing li i 
eal you set the starting line with respect 
te bi Seen, Would you set it today or would ycu give ae 
a ment perhaps for somebody as to tax ins 
mh previous es j axes that he paid on gains 
'- Mr. Perot. Let’s assume a man is $30,000 ahead—h i 
; 30, —he has realized 
$30,000 in capital gains, he has $70,000 to go. He has already paid 
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taxes on the first 30,000 and that has happened. We can’t get things 
completely started at the starter box but he has 70,000 to go, but he 


has his stake started. : 
Mr. Arcuer. Would you lengthen the holding period from 6 


months to a year? 

Mr. Perot. I have read so much on that to this point Iam confused 
on it. I hope the speakers who are to follow will have a greater insight 
into this matter. 

Mr. Arcuer. Would you limit it to capital gains made domestically 
+n the United States in contrast to capital gains that might come fron: 


investments overseas? 

Mr. Peror. I am sure you know that my first reaction would be 
yes, because I am interested in the “Made in USA” symbol. I would 
jike to do some study on that. My “gut” reaction is yes. We have 
enough money floating overseas now. We got too big for the one in 
Germany and the one in Japan and we have a third one going up in 
Saudi Arabia in the Middle East and we have to go to pipeline to 
have that flow over here. I can’t get too excited about seeing more 
dollars go overseas. 

Mr. Rostenkowskl. Mr. Pettis? 

Mr. Perris. I don’t have a question but I would make the observa- 
tion that Mr. Perot’s testimony was very stimulating. And [ don’t 
want to be a party to wearing him out. I want to get him back out 
on the street where he is making money. We need it to run the 
Government. 

Mr. Rostenxowski. Mr. Carey will inquire. 

Mr. Carey. I wish I had been here for your entire presentation 
but illness in the family prevented my being here at the opening of the 
session. 

I want to commend Mr. Perot for what he did during a period of 
severely adverse conditions in the stock market. In New York we 
were losing potential employers and current employers in our great 
financial center when he came in with management and initiative 
and saved some very important units to the financial community. 

Secondly, many people may not know that you have been turning 
your expertise and initiative to looking at some of our most nettlesome 
problems, I understand, in the welfare field. 

You are looking at the management of the welfare system to see if 
you can apply some sound control principles to that. I hope you will 
be one who will insist that we not let the welfare problem drop. The 
administration has said there is no use working on it any more, the 
Congress won’t pass it. The Senate may be working on it. 

I hope you will continue your efforts to try to help solve that 
problem. I know you have been working on it. 

Finally, do I understand that what you are talking about is a man’s 
net worth does not grow if he has a bad year for reasons of catastrophic 
losses, or fire losses not covered or just a bad year in terms of excess 
tuition costs for his children, his net worth depreciation, until he gets 
$100,000 net worth including realty assets, liquid assets, and so 
forth, he would be free to accumulate? 

Mr. Psror. Yes, sir. 

Mr. Carey. It sure makes a lot of sense. If you could show us how 
to do that, a lot of people would become capitalistic minded and we 
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moult never have to worry about them becoming part of the welfare 
rolis. 

A sound rate would give people a pretty good annual pension 
without requiring a pension fund. I hope we can work out some way 
of doing this. It is very revolutionary but a very good idea. 

Mr. Perot. Thank you. - 

Mr. Rosrenxowsxt. Mr. Burke will inquire. 

_ Mr. Burke. I regret I was unable to be here during your presenta- 
tion but I was attending a Democratic caucus. : 

I wish to commend you for your statement. The name of H. Ross 
Perot has become a legend in our time. 

The people in my area hold you in high respect. Of course, we are 
greatly impressed with your help for the POW’s during the Vietnam 
war. 

I wish to commend you and thank you for your appearance. 

Mr. Perot. Thank you, sir, and you have my assurance that I will 
trust and respect your wisdom in tax matters. 

I will be working on things at my end by my activities as a business- 
man. My role in life is to run a successful business and in so doing 
create jcbs for people who will become taxpayers. 

I take great pride in that. I think what we have discussed here 
today can mean things to millions of people in our country. 

Mr. Rostenxowsk1. Mr. Vanik will inquire. ; 

Mr. Vanik. I had the same problem with the caucus as Mr. Burke, 
but I want to say your plan has a lot of merit to it. 

It is an effort to spread out capitalism and give it a wider base. 

That might be one of the things we ought to do with it, but the plan 
unfortunately carries the mark of simplicity and we are not generally 
noted for working out simple solutions to tax programs. 

[ have a comparable plan I will submit to you and I would like to 
have you look it cver before I submit it. 

But I think what we need in this committee is this kind of citizen 
participation. I urged Mr. Mills, our Chairman, to have meetings 
like this around the country so we could get soundings from people in 
industry and other people in our communities. 

I think that any citizen is capable of coming up with a really good 
solution to some cf our problems. I find in my experience that some of 
the best ideas I get I borrow from the constituents who come in and 
give me an idea that I have not thought of. 

You hove an idea like that teday and I think it deserves the careful 
consideraticn of this committee. I think it should be analyzed by our 
Joint Committee on Internal Revenue Taxation to determine the tax 
effect, because I think it would prcduce a lot of revenue for the 
country. 

I have one other alternative that I have discussed here before. My 
feeling is that we will be reaching a climax in the tax reform hearings 
soon. 

One cf the proposals I had was that until we can develop further 
equity in the tax system, perhaps another way to do it would be to 
pit o 35 percent limitation on all deductions and all preferences so 
that at least 65 percent of an individual’s income would be subject to 
taxation at ordinary rates. 
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That is ancther approach. I would like for you to review it because 
that would preserve in the law a great many of the preferences, some 
of which have great justification. But it would put a lid, a ceiling on 
what a taxpayer could use in any given year. | 

We could give him carryover privileges, but it would say in effect 
that in any 1 year the total amount of deduction in preferences shall 


not exceed 35 percent of ordinary income. } 
Mr. Prror. I would like very much to read it. 


Mr. Vanik. I will send it to you. : 
Mr. Rosrenxowsk1. If there are no other questions from the 


committee, thank you very much for attending this session. 
You have been most informative, enthusiastic, and enlightening. 


Please come back often. Spa Seu ~~. 
Our next witnesses will be a panel consisting of Mr. John C. White- 


head, chairman of the board of directors of the Securities: Industry 
Association, Alan Greenspan, Leon Kendall, president, and Sheldon 


Ekman, tax counsel. 
It is the custom of this committee, gentlemen, to have the panel 


S 


make their presentation as a whole, and then the committee will 


inquire. 
Mr. Whitehead, will you introduce your colleagues, please, and 


then proceed into your testimony. 


STATEMENTS OF JOHN C. WHITEHEAD, CHAIRMAN, BOARD OF 
DIRECTORS, ALAN GREENSPAN, AND LEON T. KENDALL, PRESI- 
DENT, SECURITIES INDUSTRY ASSOCIATION, ACCOMPANIED BY 
SHELDON V. EKMAN, COUNSEL 


SUMMARY 


1. Capital investment is essential to national progress. Capital is a valuable 
and scarce resource—one that is just as important but, at times, less understood 
than our other resources—land and natural resources, labor and management. 

2. Potential investors need incentives to forego spending now and to take the 
risk of equity investing if our economy is to continue expanding to provide more 
jobs and opportunities and a larger tax base for our government. 

3. There are disturbing signs that the savings and investment capital of this 
nation is not doing the job it can and must do for the American people. Ranking 
high among the reasons this is occurring is the present capital gains tax which 
acts as a severe deterrent to all forms of equity investment and therefore can be 
termed a tax on progress. The risks of loss are simply not worth it if the government 
takes up to 36'3% of any profit. During the past several years small investors 
have sold more common stocks than they have purchased. Savings are flowing 
instead into the safe warm arms of the savings institutions. Similarly, many 
investors, especially older people, are locked in and will not turn over their in- 
vestment because of the tax consequences. 

4, We believe that new, positive incentives are required to encourage invest- 
ment by Americans. Unless this is done, we fear that as a nation we will not he 
able to provide as efficiently and as economically as we must the job-creating 
capital to: finance national growth. Furthermore, the liquidity and valuation 
function of our securities markets, our stock exchanges, will be jeopardized. 

5. These are difficult times in our securities markets. This is not the hour to 
create further doubt about the future of our capital market processes. The fallout 
of inflation is all around us, and the adjustment to our international payments 
problems seems still more of a promise than a reality. Paper losses in the value of 
securities have, since last January, totaled $60 million. Bear markets feed on 
doubt and indecision. There is a large measure of both hanging over the securities 
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Perot Refuses To Help Congress 
Locate Missing POWs And MIAs 


Congressional testimony at U.S. House Subcommittee on 
Asian and Pacific Affairs, in which Perot protects 
confidentiality of sources who have information about 
MIAs and POWs. Source: House Subcommittee on Asian 
and Pacific Affairs, U.S. House of Representatives, 
Washington, DC 20515; 202-226-7801. 
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when one doesn’t know exactly how it is going to be used, and 
when presumably the information they would be seeking could be 
obtained by an order of the President. 

I assume if the President believed the commission were useful to 
establish, he would also instruct all relevant U.S. employees to co- 
operate with the commission. gis 


So, I ask you: If that is the case, do you in fact see a need for 


giving such a commission the subpoena power? If so, why? 

General TicHE. That power is not the sine qua non of the com- 
mission, as I envision it. However, I would suggest as time passes 
there are a growing number of witnesses that could be very sup- 
portive of this issue who have become more and more reluctant to 
get involved, to share what they know, some who have occupied 
high positions in the governments of Southeast Asia. And I think it 
is very important that the man heading this commission be able to 
get those people to come forward. 

I don’t know of any other way to make sure that you are tapping 
all the sources possible than to have that. But, as I say, if you were 
establishing a permanent Presidential commission and could not 
get that, it is not going to fail on that basis. 

Mr. Sorarz. If there are no further questions, let me thank you 
once again, General, for taking time to be with us today. I think all 
of us deeply appreciate the interest you have shown in this issue, 
and your willingness, long after your retirement as the head of the 
DIA, to remain involved and to lend the country the benefit of your 
experience and wisdom. 

Mr. Sotomon. Are we not going to keep General Tighe here 
while we talk to the other people? ‘te 

Mr. Soxarz. General, are you in a position to remain? 

General Ticug. I can stay. si ? 

Mr. Souarz. Although Mr. Perot’s name has been bandied about 
fairly frequently, let me ask him whether he‘ would-like to share 
his views with the committee on the desirability of establishing a 
commission. Mr. Perot, we would be pleased to hear from you, if 
you would like to make a statement. als 

_ STATEMENT OF H. ROSS PEROT 

Mr. Perot. Whatever the will of the committee is. I just came to 
listen to General Tighe. 

Mr. Sotarz. I think some of the members would like to ask you 
some questions. If you would like to answer them, we would be 
happy to have you come up. re: ae 

Thank you very much. If there is any statement you would like 
to make, feel free to do so. Otherwise we will ask questions. 

Mr. Perot. It has been interesting to listen. I am sure all of you 
are very busy and want to get to the bottom of this and want to 
know the hard truth and facts. I have been intrigued by your fair 
questions about the difference in what you hear and the difference 
in what you read. That can be easily addressed. I was asked to be 
on this group. Couldn’t be on it because of my business schedule. 
Asked that Gen. Robbie Rismer represent me. He did. He was a 
prisoner of war 8 years, 5 years in solitary confinement. If you 
talked with a cross-section of POW’s about who the most admired 


Americans were in the camps because of leadership and strength, 
Risner comes out close to the top. 

I stayed close to the commission, and then at the request of the 
Vice President and with the understanding of General Tighe, came 
in after the commission had finished its work and started my indi- 
vidual study because both the Vice President and the President 
wanted me to get to the bottom of this, come to them and tell them 
what I have found. 

I am midflight in that study now. Every member of this commis- 
sion, I believe, will come in here and under oath say what General 
Tighe said, only most will say it in much stronger and more color- 
ful language, because General Tighe tends to understatement. So 
you are not looking at a one man minority position. 

Second, in terms of what DIA can and can’t do, I don’t believe 
this committee, or at least all the members of the committee un- 
derstand that. DIA sits over there and receives information. If they 
don’t get anything, they don’t study anything. So now immediately 
you say you have got a good group there, highly motivated, fine 
people. What are they getting? No problem, we have the JCRC over 
there. They are getting all this information out of the refugee 
camps. It is important to ask the right question. How many people 
have worked in JCRC, over the years. I have seen testimony stat- 
ing 15 people. Most of those are in Hawaii. They don’t go to Bang- 
kok. It has been two people in Bangkok over the years.since.the 
war. 

The refugee camps are several hours from Bangkok. The JCRC 
primary mission is recovering remains. Their mission says nothing 
about gathering information. Go talk to the refugee workers. They 
live in the camps. They swim in this sea of refugees; they hear this 
information day after day.. What is the problem? Since everybody 
here is a person of good will, in my judgment, I have not ;found a 


villain yet, didn’t expect to. What is the. problem? Everybody lives 


ra 


in their tiny little world. That is the problem. (307 ogy bie" a 
We are not giving them nearly the quality of information’ they | 
deserve in DIA. People in Bangkok are a weak second .to.a high;. 


powered team that speaks the language fluently. in,the: refugee 


camps living there day after. day with the refugees, because that. is’ 
where the information is. That is a major problem, just the flow, of-. 


information. There is a second problem, and this will come to why 
you need subpoena power. Any number of people in very sensitive 
positions have come forward that have known me for years on this 
issue. They feel a moral obligation to testify but, because of their 
position, can only testify if subpoenaed and place under oath, and 
they cannot testify under any other conditions. That is where that 
comes from. That is why you need it. Now, what are these people 
saying? a ee 

Let me give you one very colorful conversation that will help put 
it in perspective about why the system is not working. I had a 
senior person in a sensitive position come to me and say, ‘Ross, 
don’t you wonder how we live with ourselves?” 

I said, “Yes, as a matter of fact I do. ees 523 

“It is simple. We set the screens so tight that nothing can get 
through.” Now let’s talk consistency. You say, how does that 
happen? These people are trained in their military background to 
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gather information to a sufficient levelto rescue someone. That re- 
quires many times the order of magnitude of knowledge over, “Ts 
there anyone there?” which is what basically I hear you asking 
again and again today. We have people trying to find enough infor- 
mation so that we can mount a rescue. Believe me, gentlemen, .we 
cannot rescue these people with military force. There is no way to 
do it, and I can spend as much time as you want on that... > 

I have had any number of senior people in our Government say, 
“We will neyer bend, negotiate.” And I say, “Then there is only 
one thing to do—declare them live casualties of the war and. write 
them off’. It is fundamentally important to face the issue. I think 
we have used the DIA and CIA as an excuse for years. I believe the 
only way we would have an opportunity to get these men out is 
through negotiation. Then the logical question is, Is there anyone 
there? Absolutely there is somebody there. Why do I think there is 
somebody there? Because in 1969, in 1970, when the CIA was run- 
ning the war in Laos, and I was going back and forth, we had total- 
ly cracked the radio system. We knew everything they were doing. 

From the time a man hit the ground, we tracked him to the 
prison camps, we knew who, what, when, and how. Anybody that 
was around then knows exactly what happened, and again, totally 
facing the issue. We had the negotiations; Nixon wrote the letter; 
nobody got to read it; everybody thought they understood the 
letter; but the North Vietnamese got to read it. We didn’t. Every 
time Henry Kissinger said, “No problem,” the people from Laos 
are coming out through Hanoi. The Pathet Lao people said, “Not 
so, not until we get a treaty and the money, then you will get the 
prisoners back.” ie ee a Pe 

Why do I think Hanoi: had prisoners? Because their representa- 
tive told me twice. At the end of the war they told the press, “We 
have prisoners and will return them after the war.” The prisoners 
come home from Hanoi. Everybody expected more prisoners. No ifs, 
ands, and buts. Look at what the Defense Department was saying 
at that point in time about'’more’ prisoners coming home. Now 
then, the issue on the multi-billion-dollar rebuilding plan, repara- 
tions is the wrong word, but the $3.5 billion plan hit Congress, ‘and 
Congress was s0 angered by the treatment of the POW’s that they 
said, ‘““No,-forget it.” 2: =>. Pe Ree ie isc Sa eae 

We were midflight in Watergate, a military man could not wear 
his uniform in Washington, and after 60 or 90 days suddenly there 
was an article in the press from the Pentagon, all of the POW’s are 
dead. Now, is there a villain there? Absolutely not. Who made the 
decision? I don’t know. If you ever want to know you are going to 
have to give somehody subpoena power to get there, I will tell you 
that. I am not sure it is important because I don’t think there are 
any villains here. That is where I am. Cae 

Now we will talk about anything you want to. I apologize if I 
have covered things you didn’t want me to cover. ee 

Mr. Souarz. I appreciate your willingness to come to Washington 
today and to share your‘views with us..Let me first say to the 
iiembers who are present, particularly of the subcommittee and 
also our guests, that we have now been in session since roughly 
11:30, and we haven’t had lunch. Some of us have other matters to 
attend to, and we also want to get to the question of the resolution. 
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-955-POWER want to give everybody ample opportunity to ask: questions but I 


also want people to know that it is not the intention of the Chair to 
keep the committee in session until midnight. Mr. Perot, I just 
have one thing to say and then one question to ask. 

This subcommittee does have subpoena authority:: 

Mr: Perot: Rights: 3° em aren eee fae 

Mr. Sovarz. If you, or anybody else, know of individuals whose 
testimony could contribute to a resolution of this problem and who 
would only testify if subpoenaed, I certainly hope you will provide 
us their names. and give us as much information as you can about 
them so we could pursue that possibility. vig ie pe 

We have issued subpoenas in the past and I am sure we could get 
a majority to issue subpoenas in the future. I don’t want to just 
issue subpoenas for the sake of issuing subpoenas. We would want 
to talk to people first, if we can, to see whether they are prepared 
to cooperate voluntarily, and to get a sense of what they would tell 
us should they testify. I want to make it clear that if you know 
people, on ea you don’t have to give their names in public, I 
hope you would inform the subcommittee in some fashion so we 
can follow up on this. Dire Zz : 

I can tell you that for the 6 years I have been chairman of this 
subcommittee we have never hesitated to call anybody before the 
subcommittee, in public or private session, depending on what was 
appropriate, who had something to contribute or where somebody 
suggested it would be useful to hear them. I would like you to be 
on notice of that. ; ; ; 

Finally, do you favor the approval of House Concurrent Resolu- 
tion 129 as it is written? we aes oe. 

Mr. Prror. Well, that is a very narrow question. The answer has 
to be no, because I think the thing terminates in about 60 days, 
doesn’t it? “ Siege x 

Mr. Sotarz. What do you favor? ie 

Mr. Perot. I favor to get them home and getting the men home. 
What does that take, we can talk like you. have been talking today 
for ever, because we are talking soe ae the issue.: .. 

Mr. Sotarz. But—— a ere ens 
: ee Perot. I am trying to tell you, but I won’t if you don’t want 

o hear: Se AR 4 ganaoiae ee mk poe PO ic oes ce 

Mr. Souarz. If I didn’t want to hear what you have to say, I 
wouldn’t have invited you to testify. You are convinced that there 
are Americans in Indochina being held against their will and that 
it is impossible to rescue them. You believe that the only way to 
get them out is through negotiation with the Vietnamese. We have 
a Logan Act which prohibits private citizens from engaging in ne- 
gotiations on behalf of the Government. The President can appoint 
emissaries for the purposes of conducting such negotiations. He can 
even meet, himself, with Vietnamese leaders. 

‘If your analysis is accurate that there are men being held there 
against their will and that it is impossible for us to rescue them 
and that the only way to get them out is through a process of nego- 
tiation, it is not clear to me what useful purpose the establishment 
of a commission would serve. A commission cannot conduct negoti- 
ations. Only the President of the United States, or his designees, 
can conduct negotiations. If there is a solution to the problem, it 
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seems to me it lies not in establishing a commission, with or with-. 


out subpoena power, but in having the President embark on thee 
negotiations.. ae ie as % 
Do you want to fespond to that? 
Mr. Perot. I was trying to respond when you folds) me thes answer. 
Mr. Soxarz. Do you agree or disagree with that analysis? 
Mr. Perot. What I would like to do i is give you my. answer. 
Mr. Soxarz. Sure. 


Mr. Perot. This is:the only fhing eeeth deine figure but eee a 


takes to get them back and get them back. What i is the ideal mech- 
anism to accomplish this? 

We are going to have to get a group, Bi Iam not. a student of 
government, you are a better man than I am on that, but I am a 
student of the other side and they are very sensitive to what Con- 
gress thinks. Assume that you decide that this is a good idea, you 
want to do it at the Presidential level. ~ 

Congress’ fingerprints need to be on it in my judgment. I am 
talking about impact on the North Vietnamese because all of you 
are elected by the people and if you go back to the war, those 
people—the Vietnamese—were masterminds in studying this coun- 
try and particularly sensitive to the House of Representatives, so I 
would hope your fingerprints are on it. That is your call. 

The main thing is to stop talking around the issue, to stop this 
situation where everybody is embarrassed and where everybody is 
polarized and we spend all our energy fighting internally. 

We need to spend our energy getting the men home. 

Mr. Souarz. I agree that the No. 1 priority should be to bring 
back anybody who might be over there, particularly those who 
would like to return. The answer lies not in conducting additional 
investigations, not in subpoenaing Americans, but in inducing the 
President to muster the will to engage in negotiations. 

That, in my judgment, would not require a commission. All it re- 


quires is the President of the United States, who pe one responsi- 


bility for our foreign policy, to doit... .. 
My impression is the President has, in fact, sent emissaries over 
there, and that the Vietnamese have said that they don’ t have any- 


body. | 
It is very difficult to negotiate pormecnine’ if your negotiating 


partner says he doesn’t have the ey to accomplish whatever 


it is you are asking for. 


Mr. Perot. You are from New York, Hight? The best traders in 


the world come from New York City. 
I have a horse. You want to buy it, you say, “Ross, do you want 
to sell your horse or not?” That is where we start. ii 


Nobody has ever come head. to head with the Vietnamese i in a. 


trading situation. - 

Mr. Soxarz. This is a little different, Mr. Perot. ag 

It is not as if we have said, “We want to buy your horse. What do 
you want for it?” They say they have no horse to sell.: 


Mr. Perot. What I would say in a trading situation, “This is a 


horse that is lame. I have wanted to pet rid of for Nh but my 
first reaction is, I don’t want to sell it.” 

We go through that in the preliminaries, in these tours. You 
don’t really get into the depth that you are going to have to get 
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into to get this done. This has to be single purpose, focused and 
people are going to have to get on it and. stay on it because the 
folks on the other side are tough as leather and resolute. : 

I am not looking for work, so this is not a personal campaign on 
my part. I have plenty to do. All I am saying is that whatever in 
your-wisdom you conclude is the way to get it done as opposed to 
continuing to sort of knead the dough oe is what we have been 
doing for years. aA 

Over in the Defense Department thers is a great. apprehension 
about the fact that we may have to go rescue these folks some day. 

How would you like to be in charge of 25 or 30 simultaneous res- 
cues in a place where we have no military presence. Because if you 
don’t get them all at once, they are going to move them, kill them, 
go into all those things you know better than I. © 

It is going to come as a tremendous sigh of relief in our country 
when we say, “Let’s bite the bullet.” We are not psychologically 
equipped to do anything, but win a war. We didn’t win this war. 
We want to relieve Bataan and just take our people out. We can’t 
do that, so 'we have with the best of intentions avoided facing the 
real issue. e 

All I am pleading with you to do today is whatever, and I don’t 
know what that is, within the power of Congress, do everything 
you can. The White House and Senate should do everything they 
can because I am confident the American people want that. 

One last thing: All this stuff that comes up about the families, I 
have been close to these families since the sixties. They have been 
through it all. You are getting really concerned and doing every- 
thing you can will not upset the families. 

What’ upsets the families is a bad set of bones. That upsets the 
family. I don’t know how you define coverup, but you look at the 
standards we require to show you that there is one live American 
still in Vietnam or Laos and compare that to what we send home 
in caskets and we’ve got a double standard. 


We close the books with the tiniest shred of information. I don’ t. 


want anybody to be embarrassed and I don’t know any villains, but 
I suggest, if possible, this group take the leadership today and do 
whatever you decide is appropriate to bring this to a conclusion. . 


Mr. Sotarz. You indicated you knew some Ze Eke who had infor- 


mation that would be. very helpful. 
_Mr. Perot. That is right. 
Mr. SoLarz. Could you tell us who they are? 


Mr. Perot. No. Here we go again. These people came to me in 


confidence. They had waited for years. For some reason I showed 
up on the scene and their level of trust was such they. said they 
would talk to me anformallyn but they could only go pUDHE ae 


subpoena. ow 


Mr. SoLarz. We are ina position . subpoena people. 

Mr. Perot. I would have to ask them. 

“Mr. Sotarz. In other words, you know people who have informa- 
tion that could contribute to a solution to this problem. They have 
told you that they can only divulge that information if subpoenaed, 
yet you won’t give us their names so we can subpoena them? 

Mr. Perot. Not without getting their approval. 


Lesko’s Get-To-Know Perot Fax Service 
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‘Mr. Soiarz. In other words, even if they refuse to give you their 
approval and you believe that-what they have to say would help 
contribute to a solution of this problem, you would refuse to give us 
their names so we could subpoena them? 

Mr. Perot. I would first go to them and ask for their approval 
and encourage them to talk to you. Aren’t we playing a game? I 
will do everything I can to help you. I will talk to them and. do my 
best to get them to come talk to you. pe ae 

Mr. Souarz. The thing you can do right now is give us. their 
names. If you want to do it confidentially, that is fine. 

Mr. Perot. I will have to talk to them first. 

Mr. Soiarz. What if they refuse? . 

Mr. Perot. I will decide what to do then based on my conversa- 
tions with them one at a time. 

Mr. Souarz. Have they told you their stories? 

Mr. Perot. In some cases, in reasonable detail. In other cases, 
they have said they want to be placed under oath, but they can’t 
come forward voluntarily. 

a te So.arz. Is it your view that their testimony would be help- 
ul? 

Mr. Perot. This is like putting 18 inches of additional concrete 
on a road already paved. That is why I say we are off the subject. 
Certainly the evidence is overwhelming that people are there. 

Mr. Souarz. Mr. Leach. 

Mr. Leacu. I have one question. 

Earlier today, I asked you if you would be interested in serving 
on a commission and you indicated only if the President so request- 
ed. Is that your position? 

Mr. Perot. Yes, sir. I am not looking for this job. If everybody 
wants me to do this job and if the job is real and it is not one of 


these slow-waltz operations, a 2-week trip to Hanoi, then I will 


drop everything and do ‘it, but you could probably find a better 
man and that is fine with me and I will keep doing business. 

Mr. Leacu. Did you tell the Chairman at GM you didn’t know of 
a computer business for sale? I think that we have found the man, 
and I have no complaints on that issue. 7 

By the way, I think one of Gen. Tighe’s comments is of relevance 
here. He said one of the major issues is a data base. 

Mr. Perot. He is dead right on that and that is strictly a matter 
of budget. DIA has got good people. It is a terrible analogy, but you 
remember the three monkeys, the monkey that had his hands over 
his ears? They don’t have their hands over their ears, but there is 
not enough coming through their ears. ag 

A handful of people sitting in Bangkok can’t begin to supply the 
flow of information that these people deserve. You go find out ex- 
actly how many people we have on the ground and in Laos and you 
will have some spare fingers left over in terms of just what our in- 
telligence gathering capability is on the ground. 

We don’t know. We don’t have it. Why don’t we have it? You 
know why; we dismantled it. 

Mr. Sotomon. Ross, I know you may have to go and I know we 
have a vote on, but I just want to take you to task for one state- 
ment you made.’ 4 ee i 

Mr. Perot. Yes, sir. 
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Mr. SoLomon. You said that those guys from New York are the _ 


pe horse traders. Us guys from Upstate New York; there is a dif- 
erence. ngs 

Mr. Perot. Those fellows, too, just country boys; there is a differ- 
ence. Pe 

Mr. Sotomon. Let me just say that the other day that I had the 
privilege of being at the United States Marine Corps Reserve Offi- 
cers Association annual event, and Ross Perot got the Man of the 
Year Award, and, Ross, we are very happy to give that award to 
you. Nobody deserves it more than you do. | ie 
_ Let me just real quickly ask you something. We have really seri- 
ous problems in the Congress itself trying to deal with the Viet- 
namese Government, because they insist on a government-to-gov- 
ernment relationship. I discussed this with General Tighe before, 
and it was his testimony that we ought to have a-Presidential com- 
mission. : : y ; 

We have before us today the Bill Hendon bill, which calls for a 
congressional commission. We have amendments to this bill that 
might be offered, which would establish a Presidential commission 
with subpoena powers, which would allow for the normal process 
for appointment to that commission. 

Congressman Leach may offer that amendment, which would es- 
tablish a Presidential commission that would go into effect at the 
ae at of the President of the United States, whoever that might 

e. 

The reason I feel that it should be a Presidential commission is 
because we may not have President Reagan 2 years from now; and 
we can’t pass a constitutional amendment to keep him there, 
which we would like to do. Whoever the next President is, in other 
words, we would like to have that. Presidential commission func- 
tioning. Bs 5 ae ate ae 

It would be the intent maybe of this committee and Congressman 
Leach to offer such an amendment, and then with a sense of Con- 
gress resolution that you be considered to be heading up that com- 
mission, me 

Some of us feel this is the direction we ought to go in, so that 
then the commission would have government-to-government au- 
thority directly with the Vietnamese Government to do exactly 


what you have been saying here today. © 
eas you have any objection to that approach? 

Mr. Perot. No, sir. I leave that to the wisdom of the Congress. It 
is my understanding that is where the whole thing started, that 
they requested, a Presidential commission, couldn’t get it off the 
ground, and it came to this. I have just really one major suggestion 
here since the other side is patient, they are tougher, they are pa- 
tient: For heaven sakes, don't let this thing expire when President 
Reagan leaves office. . 

_ Somehow Congress needs—somehow we need to keep it alive past 
the end of the Presidential term, or they will sit there and watch 
the clock tick, see who is running, see if there is a soft guy on the 
ballot, somebody they can make a better deal with, somebody else 
is going to own the horse. 

’ Mr. Sotarz. We are new on the second bells. It is the intention of 
the Chair to recess the subcommittee until 2:30. When we return, I 
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would like to hear from Ms. Griffiths and General Shufelt. We will . 


return and then beginning hopefully by 3:00 o’clock at the latest 
take up this resolution. 

[Brief recess. ] : 

Mr. Sotarz. The subcommittee will resume its deliberation. 

Sam, did you have any questions you wanted to ask of Mr. Perot? 

If not, Mr. Perot, let me say I very much appreciate your willing- 
ness to come here and share your views with us.’ There may be 
some other Members who would have some questions. The subcom- 
mittee would appreciate it if you could possibly keep yourself avail- 
able for further questioning. I would like to now move forward and 
have Ann Mills Griffiths, the Executive Director of the National 
League of Families, which represents the great majority of the fam- 
ilies of the men who are missing in action and who were POW’s 
testify; General Shufelt, the Deputy Director of the Defense Intelli- 
gence Agency, who has been dealing with this issue, will also give 
his views on General Tighe’s report and on the desirability of es- 
tablishing a congressional commission. 

General, if you would like‘to go first. 


STATEMENT OF BRIG. GEN. JAMES SHUFELT, DEPUTY DIREC- 
TOR FOR PLANS, TRAINING, AND OPERATIONS, DEFENSE IN- 
TELLIGENCE AGENCY 


General SHuFELT. I will start out by saying that this has prob- 
ably been the most interesting afternoon of any of the sessions that 
I have attended in the last 10 months. ° : 

Let me start off by reminding you all that DIA does three things: 
We collect, analyze and disseminate intelligence. We are responsi- 
ble for the tasking of collection entities that are part of the US. 
intelligence community. When we get information, we are responsl- 
ble for the analysis of that information and then we disseminate it 
to the decisionmakers. Obviously, it is up to the decisionmakers 
both within the Department of Defense and within the White 
House to decide what they are going to do with that information. 

As I listen to people, I get the feeling that there is a conclusion 
that DIA on a small island standing there by ourselves trying to 
juggle 47 balls in the air at one time. I want to reemphasize that 
we are not alone in our endeavors and that, we are, in fact, part of 
a team that President Reagan in effect put together. ee 

That team is comprised of people in the White House. It is com- 
posed of the League of Families as represented by Ann Griffiths 
who is here today. It is also composed of people in OSD, State De- 
partment, and, of course, DIA. That team .is responding to the 
President’s priorities and his sense of direction as to how to go 
about resolving this issue over the long haul. . =... | 

Therefore while DIA plays a very important role, it is not the to- 
tality of what tales place in the halls of Washington. Of course, the 
subcommittee is also a part of that. team, and I.don’t want to ne- 
glect mentioning that fact. of 

Your subcommittee, the House Task Force, and the committees 
on the Senate side all have played a role over the past year in 
trying to work this issue. 
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Obviously, I am speaking not as a policymaker on this issue. As I 
said, I am the provider of information. No matter what happens, 
DIA will continue to bear a tremendous responsibility in providing 
information. : _ 

We are, in fact, the mechanism by which, as IJ said, you do the 
collection tasking, as well as the analysis and dissemination of that 
information. So from our perspective, we are providing a service to 
a customer, whoever that customer is. Bae 
’ But I think from a personal perspective, as Mr. Perot pointed 
out, the issue is negotiations. Negotiations must proceed in such a 
responsible way that you get certain end results. It seems to me as 
I think he also indicated, it is going to be a personal representative 
of the President at some level who is going to do the talking and 
negotiating on this issue. It isn’t going to be a commission which 
will be negotiating. ; 

So in my mind the question comes down then to what do you 
really want a commission to do. 

You have had prior commissions, presidential as well as congres- 
sional. Is the neceessity for the Commission to restudy the issue? Is 
the Commission to reinvestigate DIA and how we do business? I 
don’t think so. 

Everybody feels that what they really want is to get on and re- 
solve the issues so we can put this thing to rest. I think those are 
really my thoughts on the Commission. 

One thing I must say from the DIA perspective, of course, is that 
we have discussed today the question of semantics. I think General 
Tighe did an excellent job of discussing the study he did for Gener- 
al Perroots. Concerning the question of strong possibility of prison- 
ers, I have heard the word “evidence,” and I have heard the word 
“fact.” All I can tell you at this point in time from the Agency re- 
sponsible for providing that information to the decisionmakers and 
people who desire it, is that we certainly don’t have the facts. 

We simply continue to assume that Americans are there, and we 
are working desperately in DIA to confirm that assumption. We 
are not suggesting that the purpose is to conduct some sort of a 
raid or do anything. We are simply to provide that information and 
let the policymakers decide what they are going to do with it. 

Mr. Sotarz. Thank you very much. .. ; 

Ms. Griffiths? 


STATEMENT OF ANN MILLS GRIFFITHS, EXECUTIVE DIRECTOR, 
~ NATIONAL LEAGUE OF FAMILIES ‘ 


Ms. GrirFitus. Well, the position of the League we have conveyed 
several times to the Congress, but it is a fairly complex one. 

First of all, three boards of directors have voted against it and at 
an annual meeting it was very narrowly defeated then the full 
memberene voted it down by mail, so it is a solid position of the 
eague. — 

The origin of the Commission proposal was basically conspiracy 
and coverup, which has now been investigated five times, two times 
in the Congress and three other investigations, including General 
Tighe’s latest one, and is a discredited theory. 
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Perot Proposes Bamboo Cages 
For Congress 


Congressional testimony at U.S. House Committee on 
Foreign Affairs, in which Perot proposes possible lines of 
action to gain freedom for MIAs and POWs--calls North 
Vietnamese "animals". Source: House Committee on 
Foreign Affairs, U.S. House of Representatives, 
Washington, DC 20515; 202-226-7801. 
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intended under the Geneva Accords. Let them see that inhumanities 
are not perpetuated and that your loved ones will be identified and 
released. 

This is, I think, one action we can immediately assure you we 
will do. 

Thank you again, ladies. 


INTRODUCTION OF H. ROSS PEROT 


Mr. Zastocxt. Now we will call as cur next witness a gentlemen who 
has been very active on the behalf of our prisoners of war and their 
loved ones. He is Mr. H. Ross Perot, a Dallas businessman who has 
received worldwide attention for his efforts to carry food, medicine, 
and other supplies to Americans held in North Vietnam. 

In addition to that effort, he has made many other attempts to per- 
suade the Communists to give out the names of the men they are hold- 
ing and to permit American prisoners to write their families. 

On Wednesday a story appeared in the press that an Air Force 
wife in Texas, ee credited Mr. Perot with persuading the Hanoi 
Government to allow her husband to write her for the first time since 
his capture 4 years ago. 

For his efforts, Mr. Perot has reccived national recognition. Just 
recently the President appointed him to the Board of Advisers to 
the United States Naval Academy, a school from which he himself 
graduated in 1953. 

We welcome you, Mr. Perot, and want to express our appreciation 
to you for having taken time from your duties to come before this 
subcommittee to discuss your experiences in dealing with the prisoner 
of uae problem. I understand, Mr. Perot, you have your lovely wife 
with you, 

Mrs. Perot, would you rise? (Applause.) 

I have asked for the recognition of your wife, sir, because I know, 
we all know, no man can accomplish much—as a matter of fact, can 
only accomplish little, unless his wife by his side helps him. 

Mr. Perot, if you will please. 


STATEMENT OF H. ROSS PEROT, DALLAS, TEX. 


Mr. Peror. Thank you, Mr. Chairman. 

The basic purpose of all of the efforts that we have made has been 
to gain the release of the men. It is important for anyone studying 
the prisoner of war issue to understand that a prisoner of war loses 
all military value within 48 hours after he is captured. 

Once a man is captured on the battlefield and interrogated, he 
becomes a burden to your economy, He uses food, medicine, facilities, 
guards, doctors, et cetera. Once you have captured that man and in- 
terrogated him, he loses his military significance. . 

Under the Geneva Accord if you release him he cannot go back 
into battle. I do not think any country in the world would question 
the integrity of the U.S. Government in bringing those men back 
home and keeping them home if they were released. 

The North Vietnamese have kept these men under very adverse 
conditions. As I have just stated, the objective of our efforts is to 


67 , 


gain their release. The only way we can hope to get them out is, first, 
to understand the North Vietnamese and their objectives. 

I would like to address myself to that subject. 

The purpose of the Christmas trip, while stated as delivering food, 
medicine, and mail, was to have an opportunity to talk directly with 
the North Vietnamese and find out firsthand what they were thinking 
on this subject. By talking to them in their embassy in Vientiane dur- 
ing the Christmas trip, and talking to them directly and indirectly 
since that time through my representatives and through intermedi- 
aries who have long established relationships with the North Viet- 
nainese, by talking to them all over the world, and at this time con- 
tinuing to have teams of men stationed all over the world, this is what 
T have learned : zs 

They are tough: they are resolute. They are like a 90-pound boxer 
who lasted 15 rounds with Rocky Marciano. They are battered beyond 
recognition. Never lose sight of the fact that a nation’s leaders do not 
go on the battlefield. If the people in North Vietnam had a voice, this 
war would be over. 

They have taken a brutal beating. If you want proof, go to the pris- 
on camps in the South and look at the age of the men who are coming 
in. I found 12-year-old boys in the prison camps in the South. It is not 
at all uncommon to find 14-year-old boys in uniform. 

The North Vietnamese have lost a generation on the battlefield— 
maybe two generations. They are badly beaten. On the other hand, 
when you talk to them at the leadership level—at the embassy level— 
you find that they are getting tremendous ego satisfaction from being 
able to stay in the ring, under any circumstances at all with the most 
powerful nation in the world. 


NORTH VIETNAMESE ARE “TOUGH”? 


The North Vietnamese leaders are analogous to a trainer in a boxing 
match. The.trainer sits at the edge of the ring. He does not absorb the 
punishment. He has the towel over his shoulder, waiting for the 
proper moment to throw it in—sienifying defeat. 

The man in the ring is the individual North Vietnamese soldier, He 
has undergone tremendous punishment. The North Vietnamese talk 
openly about the fact that they have been able to persuade us to fight 
this war under terms that allow them to stay in the ring. 

“Tough” is the first quality I noted. 

Second, they are very keen students of our Government. They are 
better students of our Government than the average citizen of this 
country, They feel that our Government. compared to theirs, is in- 
herently weak, but this opinion is based on some very unusual reasons. 

They have very little interest in our leadership, because they see our 
leaders as ships that pass in the night—t nunsitory figures. That is 
the inherent weakness they see. In this “inherently weak” system, they 
see that the people hold the ultimate power, that the people are part 
owners of this country and that the people select the leaders. 

You can’t talk to them 10 minutes without their making the ob- 
servation that we have been involved in this war at a fairly intense 
level for over 5 years and most of the American people have com- 
pletely kept themselves disengaged from the whole conflict. This is 
ul-important to the North Vietnamese. 
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The North Vietnamese are more sensitive to public opinion in the 
United States than any other group that I have encountered. They 
are excellent students of U.S. public opinion. In conversation, they 
quickly point out the divisiveness in our country. 

When they quote statistics of those who participate in moratorium 
demonstrations, I always point out that that represents only a frac- 
tional part of 1 percent of our population. The first time I said, “Don’t 
you wonder what the rest of the people are thinking?” 

They showed great insight into our country when, without any 
hesitation they shot back, “Most of them aren’t thinking anything.” 

That is the problem and they are aware of it. It is not the mora- 
Pn 2 ropr in this country that prolong the war. It is the every- 
day citizen, like me, who is so busy with his own affairs, going about 
his own everyday life with his family unit intact, not making any 
personal sacrifices at all that he just doesn’t have to think about it. 

Weare the people that prolong the war. : 

The next point I would like to make is that the North Vietnamese 
consider the prisoners an unimportant issue. They place the same 
value on these prisoners that I put in this pad of paper. If I have 
it, fine; if I don’t have it, I can get another pad. They just cannot 
believe that a nation, most of ee population has been able to 
ignore the fact our men are being killed on the battlefield, can become 
aroused over, as they say, “just 1,500 men.” 


HANOI’S VIEW OF POW ISSUE 


I have never heard them refer to the prisoners and missing as 1,500 
men. It is always “just 1,500 men.” I am completely convinced that 
they are sincere in this opinion and I can assure you that they are 
consistent, in every meeting we have ever had, direct and indirect in 
saying, “This can’t be a national issue in the United States.” 

I have told them repeatedly that in our culture one program in 
need can arouse the concern of 200 million people, and that 1,500 
men who have made a tremendous sacrifice for us can certainly arouse 
this whole Nation. 

As we started to educate and inform the American people on a 
broad-scale basis, the North Vietnamese began to react. In my most 
recent conversations—direct, through intermediaries and through my 
staff—they are starting to frantically point out, “We know what Perot 
is trying to do. He is trying to teach the American people to hate us. 
He 1s trying to divert their attention from the war to an ancillary 
issue. 

And our point to the North Vietnamese is, “You don’t have to tol- 
erate that because you hold the men. All you have to do is release the 
men and you have defused the issue. Until you do, you can count on 
us, with an ever-increasing intensity, to mobilize the American people 
on this issue, because of our concern for these men.” 

Most of our efforts are not visible. After this is all over and the 
men are home, we will be able to discuss our activities, I hope it will 
demonstrate to the individual citizen in this country who feels a little 
powerless, that the individual who cares can accomplish a great deal. 

Why do we make these visible efforts? The North Vietnamese un- 


derstands one thing— 
haere ne thing—pressure. Take the pressure off and nothing 
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Historically the North Vietnamese have found that when an Ameri- 
can twists rel arm, they will say, “Let’s talk.” At that point we 
release his arm and talk and talk and talk while they replenish sup- 
plies, while they increase their ability to fight on the battlefield. 

On this issue we resolved that we would talk and twist at the same 
time. That is exactly what we are doing. Congressman Fascell pointed 
out that they hope to divide the country on the prisoner issue. He 1s 
right in the center of the bull’s eye. That is exactly what they hope 
to do. We hope to show them that the prisoner Issue 1s the greatest 
mistake they have made—that they have misjudged us. 


MAKE POW’S A CAMPAIGN ISSUE 


There is a great deal of interest in Congress now about the 1970 
elections, because all of you gentlemen are running. Interestingly 
enough, I think there is even more interest In Hanoi. 

They are sensing the winds of the 1970 elections even more keenly 
than you are, because of their understanding of how our system works 
and their knowledge that our people select leaders who reflect our 
thinking. Es 

If you want to know what a Congressman or what a Senator can do 
to get these men out in a short period of time, make this one of the 
points in your campaign platform. : 

The North Vietnamese will not like that, but they will respect it, 
they can count it, and they can see it. I hope you will be very active 
with your colleagues, and I hope that the wives and families here will 
actively urge every candidate for the Senate and for Congress to make 
this a stated part of his platform. 

A concerned person in the United States will mail a copy of your 
platform to Hanoi. I will accumulate all of these clippings and make 
sure they get to Hanoi. along with a map showing a geographic dis- 
tribution, a list of all the men running for office and their position on 
the prisoner issue. 

We will let them see what. the future leadership in our Congress 
and Senate is saying on this issue. They will panic, because our elec- 
tions are so important to them, when they see the intensity of feeling 
on this subject. 

That is one thing every Congressman can do. Let’s look at some of 


the others. 
THE INTERNATIONAL RED CROSS 


The International Red Cross has a direct responsibility for getting 
these camps opened and run in accordance with the Geneva Conven- 
tion. They are doing an ineffective job. ; 

I have met a number of the International Red Cross people in that 
part of the world and, if I were a prisoner of war, I would certainly 
hope to have a better string of men trying to gain my release. Their 
concept of aggressive action is a memo every 6 months. 

When a man is rotting, he deserves more than that. I urge you to 
use the full power of your position to get the International Red Cross 
to move aggressively. 

The efforts of the American Red Cross are first rate, but the Inter- 
national Red Cross has control here, not the American Red Cross. 
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I have talked to the United Nations and to Mr. U Thant. It was a 
very pleasant visit, like a visit to a Chamber of Commerce. I consider 
th UN. a weak approach. The International Control Commission is 
another group that could help us a great deal. There are three mem- 
bers: Canada, India, Poland. Apparently it takes all three to do 
something. 

Right now they are flying into Hanoi once a week, not seeing any- 
thing, they return to Vientiane. Anything we can do to encourage 
Poland to discharge her responsibilities as a member of the ICC 
Commission will benefit these men. Even with miraculous strength 
from Poland, which we really can’t count on because of their tie to 
Russia, I feel that very little would happen there. 

I concur with the chairman that establishing one more committee 
in Congress would not contribute to getting these men released. I 
think the committee structure already exists, but lacks the proper 
priority. Certainly the last thing we need to do is organize another 
group to talk about it. We need to organize groups to do something 
about it. 

Let’s consider other alternatives for Congress. I urge the Congress 
and the Senate to meet in joint cession and spend the better part of 
1 day—I don’t mean next fall, I mean in the very near future—hear- 
ing from these wives, learning firsthand the plight of these men. 

I would also ask you to do everything in your power to create a yes 
or no situation where the Congress and the Senate are either willing to 
give this the necessary time, or they are not. 

If you do meet in joint session, the North Vietnamese at the highest 
level, knowing the scope and size of events that have historical] y caused 
you to meet in joint session, will feel a tremendous amount of pressure, 


URGES PLACEMENT OF CELL REPLICAS 


There are other things that Congress can do. In the Rotunda, I 
urge you to place replicas of the bamboo stockades, the cells our men 
live in in Hanoi; a tree with a man chained to it; and a replica of a 
20-foot hole in the ground with a man in it. 

As you go about your daily affairs, you can never forget the ab- 
solutely awesome price these men are paying for all of us. As high 
school children, college students, and older people from across the 
country come to Washington they will also be reminded. 

T urge the Defense Department to put the same facilities in a prom- 
inent place in the Pentagon, and the State Department to do the same 
so that all the officials have to look at it eve day. Finally, I urge the 
President to put the same replicas in the Fsscutive Office Building. 

As a nation, the North Vietnamese have an inferiority complex. If 

ou really pressure them on this issue, they will react. When I first 
hogan talking to North Vietnam, everybody told me be polite. I was, 
nothing happened. 

. Finally I told them, “You are nothing but animals.” At that point 
we started talking business. because they wanted to assure me that 
they were really humane people, a first-class nation, and that they 
wouldn’t mistreat these men. Making the treatment of our men a 
visible issue in the United States will bring the North Vietnamese to 
their knees. 


lL 


Each time Congress meets, it is my understanding that there is an 
opening prayer. Am I correct there, sir? 

Mr. Zastocktr. That is correct. 

_Mr. Prror. I certainly agree with your comment about what every 
citizen can do. Every citizen can pray. I made this statement when I 
went on my Christmas trip. I asked every family in America, as they 
sat down together as a family unit for Christmas dinner, to remember 
these men and their families. 

I can assure you that my children pray for these men every night. 
I want to urge the Congress and the Senate of the United States to 
pray for them every day, as you open your session, until they are 
released. rs : 

Congressman Buchanan, I agree’ with your premise to pray, then 
act. A combination of the two will gét these men back home to their 
families. z 

There are many other alternatives that we can pursue. I think the 
steps I have outlined, if executed, would be far more than they can 
stand. To me, one of the great tragedies is that we have insulated our 
people from the war. 

If the steps I have outlined and the things that you, in your wisdom, 
choose to do don’t produce results, then I ask Congress, as a private 
citizen who has not been adversely affected by this war to impose some 
sacrifice on me and every other American citizen, as we have histori- 
cally done when the United States is at war, so that every day as I go 
about my daily life, I can never forget that somebody else’s son is on 
the battlefield, possibly will lose a leg, an arm, an eye, possibly will be 
killed or captured. Thus, every day in every way, I, as a part owner— 
a proud part owner of this country—will have to make a personal] sac- 
rifice. We must never forget what those men and their families are 
giving up for us. 

This type of action will shorten the war. I am talking about things 
that will bring these men home, based on my experience with the North 
Vietnamese. 


PUT “TREMENDOUS PRESSURE” ON HANOI 


things thus far were for the 
basic education of the ener a, people. The Gallup Poll we took after 
Christmas indicated 67 percent of the American people understood the 
issue. Now that has increased to 80 percent. 

Everything we do from this point forward will be designed to put 
the North Vietnamese under tremendous pressure. 

We feel we know where they are sensitive. We plan to simply pound 
away until they release our men. As far as I am concerned, compiling 
names is important because it creates a firm identity of the man, and the 
North Vietnamese must produce that man at the end of the war, as- 
suring the Geneva accords is important because it means humane 
treatment for our men. 

But my interest is simply the release of our men, and I urge you to 
make that your interest. These other alternatives are fallback positions. 

The North Vietnamese live in a barter economy. They are better 
traders than we are. They still go to the market and trade pigs for 
chickens, and they are good at it. They are used to trading. 
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Whatever you ask for, they will attempt to trade on the prisoner 
issue. Ask for release, keep them under so much pressure they have 
to release the men. ’ 

I know that getting things like cells, and stockades in the rotunda, 
there is a lot of redtape. Give me permisson to put them there and 
they will be there in hours. ; eee: 

anally: if everything I have outlined to you today is tried and 
doesn’t work, let’s turn to the American people. I have always felt, and 
I know you would agree, that most of the common sense In this coun- 
try is with its people. Let’s look at the American labor unions. The 
longshoremen in New York City have told the Russians that they will 
unload one Russian ship for every five prisoners they release and, until 
they agree to that, they won’t unload any Russian ships in that area. 

That is a strong proposal, and the North Vietnamese realize that. 
Through our labor unions, and there are millions of great Americans 
in these unions, or through our Congress, we say to our friends around 
the world who are trading with us and trading with North Vietnam, 
“Make a choice.” Until we get our men back, if you send anything 
into North Vietnam, you won’t get anything in this country. 

I know we are all unanimous in hoping we never have to go to war 
again and hoping that we can end this war quickly, But please never 
forget in your great responsibilities the paradox that is taking place 
in this war. We are a Nation that would rise up in wrath as a Nation 
if a college asked a quarterback to play without a helmet in a football 

ame. 

5 Yet, month after month and year after year we have sent the best of 
our young men out on the battlefield, figuratively, without helmet, 
mouth guard, shoulder pads, or knee pads. We have not adequately 
supported the men we have asked to die for us. We must support them. 
We have men over there and they are stuck, as you have pointed out 
so well today. We must exert whatever pressure necessary to get these 
risoners out. ; ; 
E There is no question in the minds of North Vietnamese officials, 
about the might. and the power of the United States of America. 
There is a question in their minds, and rightly so, about the will of 
the people of the United States of America. } 

I think they feel that this Nation may have outgrown its people, 
that we have a Nation greater in resources and potential than the 
people who comprise it. From their point of view we appear pretty 
soft. This apparent internal softness gives them the resolve to continue 


the war. 

Thank you very much. 

Mr. Zantocgr. Thank you, Mr. Perot, for your eloquent state- 
ment and your graphic report. ; ; 

This subcommittee extends commendation and congratulations for 
your activities in behalf of American prisoners of war. I can assure 
you, as I did the ladies, that this subcommittee and Congress will 
exert every effort to obtain humane treatment and ultimate release 
of our POW’s. , 

As you know, we did have before this subcommittee in November 
of last year, Mr. Ramone Eaton, vice president of the American 
National Red Cross, and Mr. Harold Starr, secretary and counsel 
of the American Red Cross. They advised us of the difficulties that 
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the International Red Cross has been confronted with in carrying 
out its duties. 

As you have suggested, however, it may be that every effort should 
be made to get the International Red Cross more involved and active 
on behalf of our prisoners of war. 


HOW U.S. PRISONERS ARE CONFINED 


You mentioned the replica of the stockade and other graphic and 
very dramatic pieces that could be put on display in the rotunda. 
How much space would this take if we were to see what we can do 
about it? Are they just photographs? 

Mr. Prror. No. I have had some of these constructed. I have the 
typical Vietcong stockade built. It is a bamboo stockade, about 7 feet 
high, but the cell is only 4 feet high. 

The man sits with his legs in front of him with leg irons on his 
legs, spread-eagled. Typically, he is living in the jungle, in a marshy 
area. He is covered with things you can’t duplicate here such as 
mosquitoes, and flies. He lives in his own waste. 

That is what the great young men are going through for us. The 
cgsir son would take an area of 5 by 7 feet. That is a full-scale 
replica. 

The Hanoi-type cell will have to be a cut-away, because it is a true 
cell. If made authentically, you couldn’t see anything because it 
has no windows. It is just like living inside a concrete box. 

In Laos some of the men are kept in caves—some of the men are 
chained to trees. The Vietcong also chain men to trees. The replica 
would consist of a tree, and a chain with a man attached to it. 

We probably wouldn't try to duplicate a cave because it is too com- 
plex. The hole in the ground cauld be constructed as a cutaway. The 
Pathet Lao use this method—they dig a hole in the ground, lower the 
nan into it, throw him scraps twice a day and let him live in his own 
waste. 

Perhaps we should plan this another way. Tell me how much space 
we can have, and I will fit the replicas into the available space. 

I would suggest that you ask the International Red Cross to send 
the people responsible for getting Geneva accords established with 
North Vietnam, the same people who are supposed to be dealing with 
the Vietnamese, to come to Washington to meet. with your committee. 
Talk to these people and draw your own conclusions. In the final anal- 
ysis, it is not the International Red Cross, it is the individual man they 
send to talk with North Vietnam. 

I think you would be appalled that they have not put in a better 
organization to bring relief to our men. 


A LOCATION FOR REPLICAS IN THE CAPITOL 


Mr. Zantockt. As to space in the rotunda proper, we may not be 
able to get any. But there are other possible places in the Capitol. 

Mr. Peror. Maybe a better location would be at the subway. I under- 
stand there is a great deal of congressional traffic there. I would ask 
you to find a spot where every Congressman and Senator tends to pass 
every day—the cafeteria, subway, you name it..With your approval, 
we will put it there. 
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I would like for the American people to see it because it produces 
an instant change of attitude concerning the prisoners. 

Mr. Zastocxt. Yes, you have read my mind. I would go one better 
by saying it is not only‘for the Senators and Congressmen to see, but 
where the greatest number of American people pass for them to see. 

There may be some good location in the Capitol. We will discuss this 
with the Architect of the Capitol and the leadership to see what can be 
done. We would have to have a fairly good idea of how much space it 
will take. 

Mr. Perot. On all of these suggestions, the prayer, the joint session, 
everything we have suggested here, we stand ready to supply men, 
money, whatever it takes. We look to you for leadership, but as far as 
following in behind you, we will sweep up all the details. 

Mr. Zastocxt. One space below the rotunda does come to mind. I be- 
lieve it would be adequate. We have an architectural mockup of the 
Capitol and other historical things there now but they could. be put 
aside for awhile. I think that would be an ideal spot. It is in the Capitol 
underneath the rotunda. 

Mr. Perot. Could I contact a member of your staff and we will 
work on it from there? 

Mr. Zastocxt. Yes, sir. 

Mr. Perot. Fine. 

Mr. Zastockr. You can contact us when you wish, Mr. Perot. We 
will remember you. 

Mr. Perot. To quantify my request, if I could just have one thing, 
first I would want the joint session ; second, I would want every candi- 
date to take a position. 

I hate to put prayer third, but the North Vietnamese won’t under- 
stand that. 

Mr. Zastocxt. You would first get the prayer at the joint session. 

Mr. Peror. Right, but every day when you open each session, pray 
for these men because, as you all know, they need it. 

Next in priority is the replicas of the cells. If these things don't 
produce short range results, Congress should impose a sacrifice on 
every American every day that we have men on the battlefield. 

That will keep the American people’s and Congress’ attention fo- 
cused on this whole problem. 

Mr. Zastockt. We certainly will try to follow through. 

Mr. Buchanan? 


CONCRETE SUGGESTIONS FROM MR. PEROT 


Mr. Bucuanan, Thank you, Mr. Chairman. 

I think there are some very fine, concrete suggestions here that we 
ought to pursue with dispatch. Mr. Perot with all due respect to our 
good friend and former colleague, Mel Laird, I really think we ought 
to put you and these ladies in charge of the war for a little while and 
we would get it over with. 

Mr. Peror. I am with you regarding the ladies. 

Mr. Bucuanan. The chairman Suggests we could also use you in 
the State Department. 

Mr. Peror. I am not sure about that. I think the place for me is in 
the computer business. I could be one of these prisoners. You could 
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be one of these prisoners. That is the way our society works. “There, 
but. by the grace of God, go I.” 

Tama Naval Academy graduate. I could be in one of those holes. 
I have every confidence that if I were a prisoner somebody in this 
country would be moving heaven and earth to get me out, because that 
is the way our society works, Frankly, about all that would keep me 
live is the hope that somebody was trying to get me out. 

The released prisoners here today will tell you that is what kept 
them alive. 

Mr. Bucuanan. I think it is very clear that—and perhaps this got 
through to the North Vietnamese when you were talking to them— 
we have a secret weapon: People like you, sir, and these ladies that 
I think will prove equal to the task of not only getting action out of 
the Congress and the Government,- but getting the job done and get- 
ting these prisoners released. 

I very much appreciate your testimony, sir. y 

Mr. Zastockt. Mr. Fountain? 

Mr. Fountarn. Thank you, Mr. Chairman. 

Mr. Perot, I can’t agree with you more about the impact of seeing 
what is happening. A couple of years ago I went with a special sub- 
committee to the Far East and had the privilege of going through 
the American hospital at Yokohama. I went from bed to bed through 
that entire hospital, composed of our men who had been badly burned. 

Instead of being discouraged, I came out with a great deal more 
faith and encouragement, because in the faces of men whose bodies 
were so badly burned—they could wear no apparel, burned all over— 
I saw smiles and expressions of faith and joy of course, that they 
were there, but still concerned and proud to be Americans. It was 
quite an inspiration. 

I have read of the sacrifices you have made. I think all of us ap- 
preciate it. You are certainly to be commended. T was particularly 
impressed, as I think all of the members of the subcommittee have 
been, by your testimony here today. 

I think you have made some extremely meritorious suggestions and 
I hope that all of them, certainly most of them, can in some way 
be put into effect. 

I was especially impressed with your description of the attitude 
of the North Vietnamese people and from what little observation I 
have had and conservations I have had with people in that part of 
the world, I think you are absolutely right. 


INFLUENCE OF THE NORTH VIETNAMESE ON THEIR LEADERS 


Your description indicates how they feel, which leads me to this 
question: How much influence do they have upon their leaders, upon 
their government in North Vietnam? 

Mr. Peror. The people? None. 

There are certain things we can do. The best way to measure this 
is to go in the prison camps in the south and talk to the North Vietnam- 
ese soldiers. If we docked a ship into South Vietnamese harbors and 
offered, any prisoner that wanted to go home his freedom, we 
would not be overrun with passengers. 
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I have asked these men if they wanted to go back home. If they 
wanted to go back to battle. Only a few wanted to go back on the 
battlefield. They would hedge about going back home. They wanted 
to be sure they would be welcomed. They felt somehow they wouldn’t 
be allowed to return home, because they had been captured. 

The people don’t have a voice. It is the difference between an open 
and a closed society. I have been through a great deal of bad infor- 
mation trying to get good information on the subject of North Viet- 
namese attitudes. I suggest that, as you are briefed by people on 
this matter, you ask them if they are personal observations or 
hearsay. 

There is much information here in Washington that is prepared, 
written, and presented by people who have not recently been in Viet- 
nam. There is a gap between what is being said here and what is being 
felt and seen by men who are there. You could find yourselves making 
decisions based on inaccurate information in some cases. 

The North Vietnamese, I conclude, don’t have a voice in their gov- 
ernment. There is something we can do. We started with no contacts 
at all with the South Vietnamese Government and with a lot of mis- 
conceptions based on what we had read. We found the South Viet- 
namese to be more sensitive and more emotional on the subject of 
our prisoners than we ever dreamed they would be. 


THE CONCERN OF SOUTH VIETNAMESE OFFICIALS 


We captured the concern of President Thieu, the entire cabinet, 
the generals, the colonels and while we were there, South Vietnam, a 
small nation at war, diverted several thousand troops a day, and sub- 
stantial numbers of airplanes to let the press of the free world go 
through their camps and see their activities. 

As the South Vietnamese officials talked to us, in some cases, tears 
would come into their eyes. You don’t see that too often in this coun- 
try. They feel strongly about our men and they deeply appreciate 
what our men have done for them. They want to help them. 

The North Vietnamese give no information to their own people when 
a man is captured, wounded, or killed, they don’t tell his family. There 
are about 400,000 families in the North that desperately hope the 
man is a prisoner. When you don’t know the fate of a soldier, you 
hope he is a prisoner. 

From a powerful radio station in South Vietnam we are already 
broadcasting or about to broadcast day after day the names and 
hometowns of the 8,000 North Vietnamese prisoners in the South. 

The North Vietnamese officials wouldn’t accept this information 
from us, so we are just going to stick it down their throats. Their 
people will want to know. 

Starting with 400,000 missing men and assuming four or five peo- 
ple are immediately involved with each family, you can assume a large 
number of people will be listening intently to this broadcast. I think 
these broadcasts will be a very unsettling thing to the North Viet- 
namese. They will have to tolerate this until they release our men. 
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TIVE PEOPLE VERSUS LEADERS OF NORTH VIETNAM 


Mr. Founrarn. Will you express your opinion about the concern 
of the North Vietnamese people for public opinion in this country, 
including the leadership ? 

Mr. Peror. I am falicine about only the leadership. That is the 
only thing I am focused on there. The people in North Vietnam are 
just like people anywhere else. They don’t want to be at war. 

In order to get a fix on the leadership of North Vietnam, go to the 
refugee camps in Laos, talk to these very primitive neo people that 
for some reason fled miles through the mountains and jungles. They 
were living on the edge of existence where they were and you ask, 
“Why do you flee? Things were bad where you were. They are bad 
here, why did you flee?” 

One 90-year-old man looked at me and laughed. He had crawled for 
6 days through the jungle. He replied, “Why do you even ask?”? He 
fled to be free. We have forgotten what that means, because freedom 
was handed down to us. We just accept it. 

The refugees know what it is to Vase freedom. They have seen the 
North Vietnamese come into their villages and take control. The 
North Vietnamese used to control the villages by killing the old 
leaders. 

They found that leaders were hard to replace, so now they keep the 
existing leadership using very harsh methods. You gentlemen are 
leaders in our country. Picture yourselves as village leaders in Laos. 
The North Vietnamese have you, and your wife and children lined 
up in front of your house. 

The North Vietnamese walk up, take your smallest child, and mur- 
der that child in front of you. At that point you hate them. On the 
other hand, you have three children left and a wife. They tell you 
that unless you obey them blindly, they will be back to kill the 
youngest. 

At that point you have had an instant change of politics. There 
is no more effective way to threaten you than through your children. 
If they threatened you directly, you might not break. If they threaten 
lo kill your children, you break in an instant. That is why the refugees 

ee. 

The people who need to know, can learn much from talking to 
refugees that have just come out. You will get a deep appreciation 
of what it means to be free—what it means to be an American. You 
will certainly get an even deeper appreciation for these 1,500 men and 
the 40,000 dead that won’t ever come back, in terms of the sacrifices 
they have made for us. 

Mr. Founrary. Thank you, Mr. Chairman. Thank you. 

Mr. Zastockt. Mr. Fascell ? 

Mr. Fascets.. Thank you, Mr. Chairman. 

Mr. Perot, you have been very impressive because of your grasp 
and your practical approach. If there is a need for a quarterback in 
international politics, we have found one. 

Mr. Peror. My scope is much more narrow than that. I think with- 
out any question the biggest day in my life—and I have had a number 
.of big days in my life—will be the day that I see these men lift their 
children into their arms. ; 
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THE EFFECTIVENESS OF PUBLIC DIPLOMACY 


Mr. Fascetx. I am going to make a surprising statement. If there 
is any one thing that will bring it about faster than anybody else, it is 
what you have described, what you have proposed and what you are 
actually doing. ; 

Mr. Peror. I believe it will work. If that doesn’t work, we will be 
back again with a tougher plan. : 

Mr. Fascety. You might be interested in knowing that this com- 
mittee has been interested in and has been pressuring for years In 
many ways to bring at the international level the kind of pragmatic 
approach with respect to the achievement, implementation, and the 
formulation of our foreign policy objectives in this country, that 
which you bring to us in this casework solution. & 

We have had many hearings on the subject of the psychological di- 
mension of foreign policy. I think we have had some success of educa- 
tion and stimulation in the executive branch. The old ways are ob- 
viously not sufficient. I am not being derogatory about the people 
whom we have either in our Military or in our Diplomatic Corps. 
They are outstanding and dedicated in my judgment. But there is a 
new measure which you can call graphic or demonstrative communt- 
cations or public diplomacy; but it is an explicit recognition of the 
human factor—such as public opinion pressure on the leadership in 
North Vietnam, or educating and informing masses of people so it 
will have a direct reaction to Government policy. 

You talk about an immediate change in politics; that is what Iam 
talking about, too. It is the lack of this dimension in our foreign af- 
fairs that I have been critical of, our committee also has been con- 
cerned for many years.because we felt that the United States has been 
backward, and squeamish about this direct approach to international 
politics in a day and age when modern communications techniques 
make it not only possible but essential—especially when it is being ef- 
fectively and substantially in use by other nations. 

For example, the North Vietnamese play American public opinion 
like a bowstring. They know what they have. It is easy for them to 
do it. 

They rely on its reaction very heavily. Obviously the conuterpres- 
sure must be just as effective, otherwise we not only fall behind in that 
which the United States seeks to accomplish but we cannot bring 
about the change of attitude. That is what I am talking about. That is 
what you are talking about. 

Mr. Peror. That’s right. 

Mr. Fasce tt. That is why I believe your idea will be extremely effec- 
tive and that is what is so exciting about it. Especially since it is being 
done by a group of men and women who are not in an official capacity. 

That is something the North Vietnamese hadn’t counted on. 

Mr. Peror. It will mean a great deal to the prisoners when they re- 
turn. to learn what their wives and families did to gain their release. 

Mr. Fascett. I am sure the ladies don’t mind having a guy like you 
helping them. 

Mr. Perrot. If I can help them, I will. 

Mr. Zastocki. Mr. Fountain ? 


V9 é' 


Mr. Founrary. Mr. Chairman, I would like to say that I would 
be very happy to be one of the introducers of an appropriate resolu- 
tion for the joint session of Congress. We don’t have to have a resolu- 
tion for the other things. I think they are matters which we will have 
to work out with the leadership, both the House and the Senate. 

But I would be very happy to be one of the introducers of a joint 
resolution for that purpose. 

Mr. Zasiocni. You have just been witnesses to what I said earlier 
about the fine cooperation that I get from my subcommittee. 

Mr. Buchanan ? 

Mr. Bucuanan. I just wanted to say I don’t want to limit the scope 
of this gentleman’s activities. I think also we might put him in charge 
of the Congress for a little while. é 


HELP FROM THE MASS MEDIA 


Mr. Zastocki. Mr. Perot, I am sure you are aware that we have 
with us today some of the finest ladies and men in the field of com- 
munication, newspapers, radio and TV. You notice I put them in 
alphabetical order, not to show any preferences among the media. I 
know you didn’t intend to ignore them. 

Do you have a word for them? 

Mr. Peror. I sure do. 

If you said, “Perot, I will give you any two things you want to get 
these men out,” it would be very easy to tell me the two things I 
want. No. 1, I would want the support of the Congress of the United 
States in the things we have just outlined; and No. 2, I would ask 
every newspaper, radio and television station, every magazine in this 
country to study this issue. Large amounts of source material are 
available. 

_ Analyze this material on the prisoners of war—crystallize their posi- 
tion as a publication—and then take a strong editorial position. 

Let’s take Look magazine. Look just hit the North Vietnamese right 
in the side of the neck. Look came out editorially against the war at 
an earlier time. They wrote an editorial in the past 2 weeks, it 
criticizing North Vietnam’s handling of the prisoners. 

This is a double-trauma for the North Vietnamese, because they 
were counting on Look to support them. The magazine has taken two 
positions—one on the war, another on the prisoners. If the news- 
papers, magazines, radio and television stations will take a position, 
we will see that North Vietnam knows of these editorials. We will 
provide them with a geographic and circulation analysis. 

When North Vietnam sees these editorials they will react to keep 
this issue from growing. 

When we sent women and children to Paris at Christmas, North 
Vietnam called out 50 policemen. They are afraid of women and chil- 
dren. I don’t know. Maybe a planeload of women and children is a 
pretty ominous force. 

More recently we had 80 newsmen and they brought out 150 police- 
men to keep the newsmen away from the North Vietnamese. They are 
frightened by a free press that they can’t control. These 80 newsmen 
attended a press conference in Paris after the peace negotiations. The 
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North Vietnamese wouldn’t recognize them. Finally these men ui 
standing, shouting, trying to ask a question. The North a eee 
and Vietcong would not respond to a question from the press 
t planted in advance. te . 
ayia the free press in this country takes a position on the prisoner 
issue, and Congress becomes involved—we will put real pressure of 
the North Vietnamese. Then, it won’t be too long until our men a 
d. . . ° 
iis Zener. I wanted to extend my personal appreciation as o 
your order of priority you referred to “Congress and the is ue 
then you corrected it and put it the “press and Congress. : ue i 
Congress for a few years, I know the power of the press and 1 wan 
side, too. 
neat we have the finest men and women In the eer aa Gs 
tions media here present. They listened attentively to your messag 


and will do something about it. 
INTRODUCTION OF LIEUTENANT FRISHMAN 


inti i dahl. My attention 

had introduced earlier Seaman Douglas Heg a 
i. ua called to the presence here of Navy Lt. Robert Dee ae 
Lieutenant Frishman was also released last year, 1n August, with 


tand. oe: 
Se cuneh Hegaah will appear at the tribute at Constitution 


.m. tonight. ; 
er aabes spsatthank you, Mr. Perot, ladies and all of you who ial 
come here to this session. It has been most fruitful, very ee mgs 
stimulating and I can assure you that it will serve as an Incentive 
ct. : 2 

rac ieee is adjourned. The next session of the a aie on 
the question of American prisoners of war will be Weds ay, ny 
6. at 10 a.m. in room 2255 of the Rayburn House Office Building, * 1 
we will hear testimony from representatives of the Department o 
State, Department of Defense, and the American Red errs. - 

Thank you again for coming. The subcommittee is a ote 14 

(Whereupon, at 1:04 p.m. the subcommittee adjourned, to r 


vene at 10 a.m., Wednesday, May 6, 1970.) 


AMERICAN PRISONERS OF WAR IN SOUTHEAST ASIA, 
1970 


WEDNESDAY, MAY 6, 1970 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
SuscomMITTEE oN NationaL SECURITY 
Po.icy AND SCIENTIFIC DEVELOPMENTS, 
Washington, D.C. 

The subcommittee met at 10:07 a.m. in room 2255, Rayburn House 
Office Building, Hon. Clement J. Zablocki (chairman of the sub- 
committee) presiding. 

Mr. Zastocki. The subcommittee will please. come to order. 

Today is the third session which the Subcommittee on National 
Security Policy and Scientific Developments has held on the issue 
of American prisoners of war in.Southeast Asia. 

At the very outset, I want to express my regret that a conflict 
has developed. Our Republican eilermaes are unable to be here 
because of a Republican conference, and some of the other members 
of the subcommittee have other committee hearings, so they also are 
unable to be here. 

INTRODUCTION OF WITNESSES 


We are certainly delighted that the witnesses this morning have 
been able to come before us, and will speak to a very important sub- 
ject, the issue of our American prisoners of war. 

Our witnesses are the Honorable G. Warren Nutter, Assistant Sec- 
retary of Defense for International Security Affairs, the Honorable 
William H. Sullivan, Deputy Assistant Secretary, Bureau of East 
Asian and Pacific Affairs, Department of State, and Mr. Ramone S. 
Eaton, vice president of the American Red Cross, and Mr. Eaton is 
accompanied by Mr. John Curran, associate counselor of the Ameri- 
can Red Cross. 

Accompanying Dr. Nutter is Mr. Ralph Jefferson, special assist- 
ant to Dr. Nutter on prisoners of war affairs. 

With Ambassador Sullivan from the Department of State is Mr. 
Frank Sieverts, Special Assistant to the Under Secretary for prison- 
er of war affairs, 

Gentlemen, again we are pleased to have you with us today for 
this session. 

As you know, our objective in calling this hearing is to be informed 
of developments, since our hearings last November. We also are 
seeking to determine what future congressional action should be 
taken to help bring relief to our captured American servicemen and 
their loved ones here at home. ; 


Dr. Nutter, if you will proceed with your statement, please. 
(81) 
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U.S. Government Study Determines 
Perot’s Grandparents Spoke English 


Actual U.S. Census forms providing work and educational 
information on Perot’s mother’s family, along with 
complete delineation of household members’ vital stats. 
Source: National Archives and Records Administration, 
7th and Pennsylvania Avenue, NW, Washington, DC 
20408; 202-501-5409. 
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Everything You Need To Know 
To Do Perot’s Astrological Chart 


Perot’s birth certificate giving date and exact time of birth. 
Source: Bowie County Clerk, P.O. Box 248, New Boston, 
TX 75570; 903-628-2571. 
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WARNING 


The penalty for knowingly making a false statement in this form can be 2 - 10 years 
in prison and a fine of up to $5000. (Article 4477c, Revised Civil Statutes of Texas) 


STATE OF TEXAS CERTIFICATE OF BIRTH BIRTH NO. 
1. NAME (Type or print) (a) First (b) Middle (c) Last 2.DATE OF BIRTH &SEX 
HENRY ROSS PEROT 06/27/30 ALE 
9 4c. PLACE OF BIRTH: DClinic/Doctor's Office OlLicensed Birthing Center 
3| BOWIE TEXARKANA (XHospital DResidence Other (Specify) 
4d NAME OF HOSPITAL (If not in hospital, give street address) 4e.INSIDE CITY | 5a THIS BIRTH SINGLE, TWIN, TRIPLET, ETC. | 5b.IF NOT SINGLE BIRTH-BORN 1st, 2nd, 
fo [ee sinaLe | 
6. NAME (a) First (b) Middle (c) Last 7. DATE OF BIRTHIAGE 8.BIRTHPLACE (State or foreign country) 
GABRILL ROSS ; PEROT TEXAS 
& | 9. RACE (American indian, Black, White, etc.) 10a. IS FATHER OF HISPANIC ORIGIN? 10b. IF YES, SPECIFY (Mexican, Cuban, Puerto Rican, etc.) \ 


LU MAY 

15a. IS MOTHER OF HISPANIC ORIGIN? 15b.IF YES, SPECIFY (Mexican, Cuban, Puerto Rican, etc.) 
WHITE DYES ONO 

16a RESIDENCE — STATE 16b. COUNTY 16c. CITY OR TOWN (if outside city limits, show rural) 16d. STREET ADDRESS 

TEXARKANA 2901 OLIVE STREET 


16e. INSIDE CITY 117. MOTHER'S MAILING ADDRESS (if same as residence, enter Zip Code only) 18. SIGNATURE OF INFORMANT 
LIMITS? 


Xhves ono NOT AVAILABLE 


19b. ATTENDANT'S SIGNATURE AND DATE SIGNED 19¢. ATTENDANT'S ADDRESS 

19d. ATTENDANT'S NAME (Type or Print) 19e. ATTENDANT AT BIRTH 30M.D. ODO. OC.N.M. 
; —— 

20a REGISTRAR'’S FILE NO. 20b. DATE REC'D BY LOCAL REGISTRAR 20c. SIGNATURE OF LOCAL REGISTRAR 

JULY 07, 1930 R. E. FLOYD | 


11.NAME (a) First (b) Middle (c) Last (maiden) 12. DATE OF BIRTHIAGE | 13. BIRTHPLACE (State or foreign country) 
LA RAY 3i TEXAS 
c 
w 
: 


19a. | hereby certify that this child 
was born alive on the date 
Stated above 


Texas Department of Health — BUREAU OF VITAL STATISTICS 


STATE OF TEXAS CITY OF TEXARKANA, TEXAS 
COUNTY OF BOWIE BUREAU OF VITAL STATISTICS 


I HEREBY CERTIFY THAT THE ABOVE IS AN EXACT COPY OF A CERTIFICATE AS FILED IN THE BUREAU 


OF VITAL STATISTICS, CITY OF TEXARKANA, BOWIE COUNTY, TEXAS, AND THAT I AM THE LEGAL 
CUSTODIAN OF SUCH RECORDS. 


LQ. Sumble. 


ustodian of Vital Statistics 


Lesko’s Get-To-Know Perot Fax Service 


or 
For more information on Cortitying Official 
Lesko's Info-Power call 1-800-955-POWER a. 
6/15/92 


Date Issued 


NOTE: THIS CERTIFICATE IS NOT VALID UNLESS THE RAISED SEAL OF OFFICE IS AFFIXED 
HERETO. 
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Perot’s Personality Almost Lands Him 
Post Office Contract 


Senate testimony investigating why Postal Service offered 
Perot contract without competitive bid, including 
suggestion that Perot’s forceful personality almost allowed 
him to circumvent legal guidelines for government 
contract procedures. Source: Senate Committee on 
Governmental Affairs, U.S. Senate, Washington, DC 
20510; 202-224-4751. 
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POSTAL SERVICE’S CONTRACT WITH PEROT 
SYSTEMS CORPORATION 


WEDNESDAY, AUGUST 10, 1988 


U.S. SENATE, SUBCOMMITTEE ON FEDERAL SERVICES, Post 
OFFICE, AND CIviIL SERVICE, AND THE SUBCOMMITTEE ON 
OVERSIGHT OF GOVERNMENT MANAGEMENT, COMMITTEE 
ON GOVERNMENTAL AFFAIRS, 

Washington, DC. 


The Subcommittees met, pursuant to notice, at 10:10 am., in 
room SD-342, Dirksen Senate Office Building, Hon. David Pryor 
and Hon. Carl Levin, Chairmen of the Subcommittees, respectively, 
presiding. 

Present: Senators Pryor, Levin, Stevens, and Sasser. 


OPENING STATEMENT OF SENATOR PRYOR 


Senator Pryor. Good morning. The Subcommittees will be in 
order, and I might note that Senator Levin and I will jointly chair 
the hearing this morning. We have worked very closely together on 
this issue. 

In late May, after several months of closely held negotiations, 
the Postal Service entered into a very unique, far-reaching and 
what has become a highly controversial sole-source contract with 
the newly formed Perot Systems Corporation. The final Postal 
Service offer, as it turns out, was made on May 26th, the very day 
that Postmaster General Frank last appeared before the Federal 
Services, Post Office, and Civil Service Subcommittee. 

My initial reaction to the public announcement was somewhat 
positive. The Postmaster General had apparently come to grips 
with the gravity of the situation at the Postal Service. He had con- 
cluded that he was in need of some very special assistance, the 
kind that was not available at that time in-house. 

However, as the details of the contract were made public, espe- 
cially those pertaining to ownership of ideas, exclusive implementa- 
tion rights, and shared savings, it became clear to me, and I might 
add to many of my colleagues, that it would be a mistake to allow 
this contract to go unnoticed, undiscussed, and unmonitored. 

On June 22, the Senate adopted a Sense of the Senate amend- 
ment directing the General Accounting Office to report to the Con- 
gress within 45 days on the contract between the Postal Service 
and Perot Systems and directing the Postal Service to delay any 
Phase II or implementation activities for 45 days thereafter. 

Today, the General Accounting Office will report its findings. It 
is my expectation that during the next month and a half, the 
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Postal Service will address many of the concerns raised by the 
GAO's study and others participating in this hearing. I do not, at 
ao time, anticipate that a legislative solution will become neces- 

The Postal Service is a creature of the Federal system. It is re- 
ferred to in the Constitution and as an independent establishment 
within the Executive Branch, it is very unique and different, but it 
is not necessarily sacred. I believe that the Congress has an obliga- 
tion to the mailing public, and that is just about everyone, to carry 
out effective oversight, and that is exactly what I hope this hearing 
will be about and address today. Senator Levin. 


OPENING STATEMENT OF SENATOR LEVIN 


Senator Levin. Thank you, Senator Pryor. 

On May 27, 1988, the Postal Service entered a sole source con- 
tract with Perot Systems Corporation. Under Phase I of this con- 
tract, Perot Systems is required to conduct a 90-day study of trans- 
portation, telecommunications, delivery services, revenue protec- 
tion, and mail transportation equipment used by the Postal Serv- 
ice. 

Under Phase II of the contract, Perot Systems was given the ex- 
clusive right to implement any of its recommendations that are ac- 
cepted by the Postal Service for a period of five years and a share 
of the resulting savings for at least 10 and up to 20 years. To say 
the least, this is a truly unique and extraordinary contract. To put 
it more bluntly, it has all the elements of a sweetheart deal. 

_ Negotiation of the contract appears io have started with the deci- 
sion by the Postmaster General, that a very substantial and impor- 
tant contract would be awarded to Perot Systems. The Postal Serv- 
ice then seems to have worked backwards to justify the contract 
and determine what the terms would be. 

At the time the negotiations began, Perot Systems did not even 
exist. At the time the contract was signed, it was still a paper com- 
pany with no track record and no employees. Nonetheless, the 
Postal Service approved the sole source award to Perot Systems 
based on “the unique capabilities and arrangements of R. Perot for 
this effort.” All of this was done without any consideration of even 
the possibility that another contractor might be interested or able 
to do the job. 

These procedures appear to have violated the requirements, not 
only of the Competition in Contracting Act, the applicability of 
which the Postal Service disputes, but also the terms of the new 
Postal Service Procurement Manual. The Postal Service failed to 
consider the appropriate circumstances for sole source awards 
listed in the Procurement Manual, failed to make a determination 
of price reasonableness, failed to conduct any meaningful cost anal- 
ysis, failed to develop a procurement plan, failed to request cost or 
pricing data, and failed to develop a statement of the work to be 
performed. 

The Competition in Contracting Act, which I sponsored with Sen- 
ator Cohen four years ago, creates a clear preference for the use of 
competition in Federal contracts. In passing the Competition in 
Contracting Act, the Senate recognized that competition can result 


in significant cost savings, a stronger and broader industrial base, 
and fair play in the expenditure of public funds. 

Regardless of whether the Competition in Contracting Act ap- 
plies directly to the Postal Service, these basic principles of econo- 
my, efficiency and equity must apply. There is a strong appearance 
that they were ignored by the Postal Service when it entered this 
contract. 

Moreover, the contract itself contains a number of extraordinary 
provisions, which afford maximum control to Perot Systems and 
minimum protection to the Postal Service. The contract, which 
calls for Perot Systems to make recommendations to the Postal 
Service on an extremely broad range of management decisions, has 
the following features. ial ‘ ; : 

It waives normal conflict ‘of interest rules to’ permit Perot Sys- 
tems to implement its own recommendations. It gives Perot Sys- 
tems the exclusive right to implement these recommendations for a 
period of five years and exempts it from competition in this work. 
It provides for Perot Systems to share in any savings, but not in 
any losses resulting from these recommendations, while the Postal 
Service bears the full cost of implementation. 

It puts Perot Systems in a position to establish the methodology 
for calculating current and future costs, thereby giving it signifi- 
cant ability to define its own profits. It gives Perot Systems ex- 
traordinary leverage in determining its profits by deferring negoti- 
ations until Phase II, at which point Perot Systems has the exclu- 
sive right to implement any of its proposals. 

It surrenders, for a period of two years, the right of the Postal 
Service to terminate the contract for the convenience and the in- 
terest of the Government, with the exception of that 90-day side- 
bar letter, which was signed near the end of the negotiations. And 
it requires the Postal Service to continue to pay profits to Perot 
Systems if the contract is terminated for the convenience of the 
Government after the two-year period. 

Taken together, these provisions appear to offer minimal protec- 
tion to the Postal Service and to afford an opportunity for abuse by 
a private party. As the General Services Board of Contract Appeals 
found in an opinion released last Friday, the Postal Service simply 
did not comply with the spirit and letter of its own regulations in 
deciding to proceed on a noncompetitive basis in awarding this con- 
tract to Perot Systems. 

Moreover, the Board found that the Postal Service was “fully 
aware of the favoritism shown Perot Systems and of the palpable 
illegality of the awarded contract.’’ When we in the Senate learned 
of this contract a month ago, many were greatly troubled by its 
provisions. For this reason, the Senate unanimously passed a reso- 
lution requiring the General Accounting Office to review the con- 
tract and calling upon the Postal Service to refrain from imple- 
menting Phase II until 45 days after the GAO delivered its report. 

Subsequently, as I noted, the General Services Board of Contract 
Appeals held the contract to be illegal, although the Postal Service 
disputes the Board’s jurisdiction to render this decision. The GAO 
has now completed its review of the Perot Systems contract and we 
look forward to their testimony today. We also look forward to the 
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testimony of the Postmaster General and, of look for- 
ward to the testimony of our colleagues. POE AY ESI 


In addition to Senator Simon, we have Senator Grassley on the 


few weeks ago. 
Senator Pryor. Senator Stevens. 


OPENING STATEMENT OF SENATOR STEVENS 


Senator STEvENs. Mr. Chairman, I hope I can be here for all of 
this hearing, but as I am sure you all know, the Defense Appro- 
priations bill is on the floor and I must leave to help manage that 
bill when it becomes necessary. 

I am still very concerned that the Senate wants to micro-manage 
the Postal Service. I think I am the only one left on the Committee 
that was here at the time we reorganized the old Post Office De- 
partment. Clearly, we did not intend that the Congress, as a whole 
or either body, should get into the micro-management of activities 
of the Postal Service. 

They have the power to make these contracts and unless they 
are in violation of law, which is not a matter for the Congress to 
rule on, but for the Attorney General or the GSA Board, then I be- 
lieve that they should be allowed to proceed, and particularly, in 
terms of Phase I. I hope that the Postmaster General will explain 
that further today to the Members here. 

Phase I of this contract, in my judgment, could not be against 
the public interest, limited as it is, and I am one who hopes the 
Postmaster General will proceed with Phase I, notwithstanding 
this hearing or any interference by any member of the Congress. It 
1S not our prerogative, under existing law, to interfere with the 
contracts of the Postal Service. 

Now, I do not know how I can be any plainer than that, Mr. 
Chairman. I have great respect for you and the job you do in carry- 
ing out the responsibilities the Congress does have, but in my judg- 
ment, this is not one of them. 

Senator Pryor. Thank you, Senator Stevens. 

The June 22 date was already mentioned, I believe, twice in 
opening testimony, and that was the date that a Sense of the 
Senate amendment was adopted on the Senate floor, directing the 
General Accounting Office to report to the Congress within 45 days 
on this particular contract. The two authors of that amendment, 
Senator Simon and Senator Grassley, are here. Senator Simon, we 
will call on you at this time. 


TESTIMONY OF HON. PAUL SIMON, U.S. SENATOR FROM THE 
STATE OF ILLINOIS 


_Senator Smon. Thank you very much, Mr. Chairman. My apolo- 
gies for just speaking and running. I have a mark-up in another 
committee where I have some legislation pending. 

_ Senator Pryor. Paul, if you would just pull that microphone a 
little closer. 

Senator Simon. All right. I will do so. 
Senator Pryor. Thank you very much. 
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Senator Simon. I want you to hear every important word. 

Senator Pryor. Every word. [Laughter.] 

Senator Simon. All right. 

Let me, by way of background, say, when I was elected to the 
House, I requested to be on the Education and Labor Committee, 
which I was appointed to and then I was appointed to the Post 
Office Committee, which I did not request to be appointed to. For 
two years, I found out a lot more about the Post Office than I ever 
intended to find out and I have been interested in what is taking 
place. 

We have here, as Senator Pryor and Senator Levin have indicat- 
ed, a very unusual contract. In all my years in Government, I have 
never seen one like this. While I do not, to quote Senator Stevens, 
want to micro-manage the Postal Service, I also want to protect the 
people who are paying those postage rates and the Postal Service is 
a very important function to this country. I have no objection to 
Phase I. I do not think any of us have objection to Phase I. 

I think the question is on Phase II and there, I would like to 
insert into the record, a letter that was circulated by Congressman 
Jack Brooks and Congressman Frank Horton, if I may.! 

Senator Pryor. Without objection. 

Senator Simon. While the GSA has ruled that the contract is in- 
valid, it may be that the Postal Service is correct that they do not 
have jurisdiction. I, frankly, do not know. But the question for this 
Committee is not the question of jurisdiction, it seems to me. It is a 
question of whether that contract is sound. 

Just in glancing through the presentations that you are going to 
hear, the GAO, I note, says the contract is loosely written in key 
particulars and does not adequately protect the interests of the 
Postal Service, its ratepayers, and the Government. I think that 
that is a pretty good summation of Phase II. 

I think we have to protect the public. I would like to make clear, 
this is not an anti-Ross Perot thing on my part or on the part of 
anyone. He is a citizen who has contributed immensely, particular- 
ly in the State of Texas on the education area. I just have tremen- 
dous respect for what he has done. And I am not opposed to him 
bidding on Phase II, but that is precisely what he and his organiza- 
tion ought to do. They ought to bid, just like any other company. 
And it ought to be much more tightly written. : 

That contract says they will get a percentage of the savings; it 
does not say what the percentage is. Mr. Perot called me the day 
after we had the amendment adopted on the floor of the Senate. 
He said, well, I had an informal understanding with the Postmas- 
ter General, it was going to be 10 percent of what we would collect. 

Those informal understandings are not part of the contract. We 
ought to know about those things. I just met the new Postmaster 
General for the first time. I hear good things about him. I just have 
glanced through his testimony. He talks about bidding on Phase II, 
though the consulting function that the Perot Systems would have, 
I think, you will have some questions about and I think ought to be 
gone into carefully. I would add, there is no one in the Senate or 
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the House that knows more about consulting than Senator Pryor, 
and | applaud your leadership on this. 

I think what you clearly ought to get out of this oversight hear- 
ing is an agreement from the Postmaster General that there will 
be, in no uncertain terms, competitive bidding on Phase II. If that 
agreement is not forthcoming, then legislative action may be neces- 
sary. But ideally, this oversight hearing should resolve the problem 
and protect the people of the Nation and that is what we are all 
interested in. 

I would be happy to answer any questions. Otherwise, I am going 
to head on to my mark-up. 

Senator Pryor. Senator Simon, thank you. 

Are there questions from Senator Levin or Senator Stevens? 

Senator Simon, we very much appreciate your testimony. 

Senator Simon. Let me just add, Senator Stevens worked with 
me on the floor also in getting this amendment worked out, and I 
appreciate his working with me, as well as my colleague, Senator 
Grassley. Thank you. 

Senator Pryor. Thank you. Senator Grassley. 


TESTIMONY OF HON. CHARLES E. GRASSLEY, U.S. SENATOR 
FROM THE STATE OF IOWA2 


Senator Grass.ey. Thank you, Mr. Chairman, for allowing me to 
participate in these considerations that you are conducting today. 
And while I am not a member of this Committee, I have had an 
opportunity to work with both you and Senator Levin in the past 
on a number of Government procurement issues. Many of those 
issues have involved the Defense Department in the past, where 
the absence of competition has been obvious to the public and very 
detrimental to the public interest. 

We have sought to remedy the ills of Government procurement 
through the tried and true principle of competitive bidding. I do 
not think it is any different today. The issue before us today is just 
that, no different. When should competitive bidding be used and 
when not? We all know too well that Government procurement 
rules are not perfect. We also know that competition, in and of 
itself, will not guarantee that all Government contracting will not, 
in some way, be abused. 

However, I think we ought to remember that no one has discov- 
ered a method that more adequately protects the taxpayers’ inter- 
est than does full and open competition. We, as the legislative 
body, not in a micro-management sense, but in a broad decision 
and policymaking sense, have repeatedly affirmed this belief 
through laws we have passed. I think we are here for that same 
reason today. 

The record clearly shows that competition does work. Whenever 
competition is possible, the best interests of the taxpayers demand 
that it is employed. It is a long-desired goal that the Postal Service 
provide this country with the most efficient and least-costly oper- 
ation that it takes to move the mail. That was my hope when I 
first learned of the contract between the Postal Service and the 
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Perot Systems, Inc., and, of course, before I became familiar with 
the contract. 

Upon scrutiny of the contract and the details surrounding its 
award, a totally different picture does emerge. This contract sud- 
denly loomed as a potential wolf in sheep’s clothing—the absence 
of competition, the sole source method without justification, the in- 
stitutional conflict of interest, the unspecified savings/profits ar- 
rangements, and other areas of the contract. These all contributed 
to an undeniable violation of what .we in Congress have fought 
hard over the years to prevent. 

As I understand it, Mr. Chairman, the Postal Service’s new pro- 
curement regulations allow, noncompetitive purchases, only under 
certain limited circumstances. These include, for instance, when 
there is an unusual and compelling urgency or when competition is 
not in the U.S. Postal Service’s interest. f 

In his written testimony, Mr. Frank does not specify which of 
these circumstances were present as a justification for awarding a 
sole source contract. The General Accounting Office report states 
that an inadequate justification was given and that a provision to 
waive the justification was not exercised. 

What is offered by Mr. Frank, however, is the statement that the 
Perot Systems would provide a new and fresh approach to solving 
the Postal Service’s problems. Now, the question is—and it seems 
to me, Mr. Chairman—whether that is justification enough to side- 
step the Postal Service’s new and fresh procurement regulations 
and to sidestep the obvious benefit to the taxpayers from the rigors 
of competition. 

It is apparent that numerous contractors could have met the con- 
tract’s requirements or, at a minimum, should have been given a 
fair shot. As you know, Mr. Chairman, several companies chal- 
lenged the Postal Service’s award to Perot Systems in statements 
before the General Services Board of Contract Appeals. Both Perot 
Systems and the Postal Service failed to turn over numerous inter- 
nal documents during the Board’s discovery procedures. 

At my request, the General Accounting Office recently obtained 
at least some of these documents, which were provided to me late 
yesterday. The documents paint a disturbing picture of the process 
by which this contract was awarded. The Postal Service documents 
show that within a week of assuming his job as Postmaster Gener- 
al, Mr. Frank advised his subordinate that he anticipated “making 
available for the company of * * *,” and that is referenced in this 
document. 

Let me read from the document so it is more clear because it 
does not use Mr. Perot’s name. “In anticipation of making money 
available for the company of last night’s guest * * *” I think it is 
clear from the reports in the media that the guest was Mr. Perot. 

At the time of this statement, the Postal Service had not even 
determined when, and if any, work could be performed by Mr. 
Perot’s company. Mr. Frank’s seemingly premature decision, prior 
to any contract negotiations, might suggest favoritism toward Mr. 
Perot. It also opens the Postal Service to the obvious charge, 
whether correct or not, that at least part of the motivation behind 
this contract was not to save money for the Postal Service and the 
taxpayers, but to make money for Mr. Perot. 
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From another document, I think we can assume that the Postal 
Service also apparently sought out creative methods for transfer- 
ring money to Mr. Perot. When asked to devise ways of funding a 
contract for Ross Perot, the controller of the Postal Service advised 
that money was no problem and that if necessary, the Postal Serv- 
ice could revise its deficit estimates to come up with whatever cash 
was needed. 

Here is a direct quote from one document: “[Mr. Porras] advised 
that the Department of the Controller could develop sources for 
whatever funding is required. In the simplest case, the revised esti- 
mates of the deficit for the year could be adjusted to cover the nec- 
essary amount, but other options are available depending upon the 
dollar amount needed.” 

Again, Mr. Chairman, this is disturbing in the sense of potential 
public outrage. During this same period when the Postal Service 
pleaded poverty as justification for massive postage rate increases, 
it was also willing to cook the books to come up with money for 
Mr. Perot, if these documents are correct. 

As I mentioned earlier in my testimony, Mr. Chairman, we 
should be wary of any wolves in sheep’s clothing. This contract 
should be examined for both the appearance and the reality of fa- 
voritism, as well as unsupported restrictions on normal competitive 
procurement. The decision to enter into this contract appears to 
have been made before the Postal Service decided what the con- 
tractor was supposed to do and the contract terms provide no pro- 
tection against procurement abuses that we have seen in the past, 
associated with sole source contracts. 

So, in conclusion, it is my view, Mr. Chairman, given the facts 
already in the public domain, the fairest of all possible options 
would be to wipe the slate clean, subject the contract to competi- 
tion, and this time, try to ensure the best possible deal for the tax- 
payers of this country. Knowing of your outstanding record, Mr. 
Chairman, on procurement reform, I have every confidence that 
this Committee will do whatever it can to assure a just resolution 
of this matter. 

I thank you again for inviting me to participate in this hearing. I 
look forward to working with you on the solution to these prob- 
lems, much the same way we have done on Defense procurement 
reform. 

Senator Pryor. Senator Grassley, thank you for your very fine 
statement. Senator Levin, any questions? 

Senator Levin. Just a request. We are grateful for your work in 
this area. You have been an intrepid fighter against waste in the 
procurement field and we all have benefitted from that. 

There are some documents that you have made reference to 
which we may not have. The request would be that you file those 
for the record, if you would. 

Senator GrassLey. I have copies of them right here. I will just 
leave them on the table for you. 

Senator Pryor. Thank you, Senator. 

Senator GRASSLEY. Two documents. Both of which I have referred 
to already.? 
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Senator Pryor. Senator Stevens. 

Senator Stevens. I have no questions. I again reiterate that, in 
my judgment, those who wish to micro-manage the Postal Service 
are going to push it towards privatization and I regret sincerely 
that we are getting to the point where we are getting into personal- 
ities and accusations to the extent that we are. I have no questions 
for the Senator. 

Senator Pryor. Senator Sasser. 

Senator Sasser. No questions, Mr. Chairman. I want to join Sen- 
ator Levin in commending Senator Grassley on his leadership in 
the whole field of consultants. He has done excellent work on that 
for a period of four or five years and, to some extent, has been a 
voice in the wilderness until just recently. I want to join with Sena- 
tor Levin in telling our colleague, Senator Grassley, that we are 
going to listen to him with great interest and more care in the 
uture. 

Senator GrassLey. Thank you very much. I suppose I ought to be 
smart and just leave after that. But I cannot help but make one 
final comment. It is my judgment that setting up a policy of com- 
petitive bidding and policing that system is just the antithesis of 
micro-management. If we were going to micro-manage, we would 
issue the contracts and decide on them. 

Senator Pryor. Senator Grassley, thank you for your statement. 

We will call now Mr. Milton Socolar, the Special Assistant to the 
Comptroller General, General Accounting Office. I believe Mr. L. 
Nye Stevens, the Senior Associate Director of the General Govern- 
ment Division is accompanying you. We look forward to your state- 
ment. 


TESTIMONY OF MILTON J. SOCOLAR, SPECIAL ASSISTANT TO 
THE COMPTROLLER GENERAL, GENERAL ACCOUNTING 
OFFICE, ACCOMPANIED BY L. NYE STEVENS, SENIOR ASSOCI- 
ATE DIRECTOR, GENERAL GOVERNMENT DIVISION 


Mr. Socotar. Thank you, Chairman Pryor and Chairman Levin. 
I have submitted a statement which I would appreciate being in- 
serted into the record.* 

Senator Pryor. Without objection. 

Mr. Socoxar. And in the interest of time, I thought that I might 
summarize that statement and respond to any questions that you 
or the other members of the Committee may have. 

The contract that we are talking about today is a most unusual 
contract. It did not arise through application of the regular pro- 
curement Postal Service contracting procedures. The contract was 
essentially predicated upon the Postmaster General’s personal con- 
fidence in the personality and character of Mr. H. Ross Perot and 
confidence in Mr. Perot’s ability to put together a first-class team 
to examine postal operations and to devise and implement projects 
or improvements in those operations. 

While the Postal Service sought to document compliance with its 
Procurement Manual requirements, it is clear that such efforts 
were after-the-fact actions, rather than having been based upon 
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pre-selection considerations leading to Perot Systems as the only 
source capable of fulfilling the Postal Service’s needs. In essence, 
the deal was set without gréat concern over manual instructions 
designed tc assure sound procurement practices. This was a one-of- 
a-kind contract. 

In the most generalized terms, the contract calls for Perot Sys- 
tems to study postal operations for three months and to then 
submit statements of work for projects to be implemented in five 
operational areas. The three-month study was to be on a cost reim- 
bursement basis, limited to a total of $500,000 with no fee. Perot 
project proposals approved by the Postal Service were to be sepa- 
rately negotiated, with Perot Systems sharing in savings realized 
by the Postal Service at percentages to be separately determined. 

We have four principal concerns with the main outlines of the 
contract. First, the contract assumes that submitted projects will 
be approved unless there is appropriate reason not to approve. The 
Postal Service, for a period of five years, is not to implement any 
project independently of Perot Systems. 

The contract is silent with regard to projects which the Postal 
Service delays or does not approve or which are essentially based 
upon work previously done by others. We think that the contract 
vests too much control in Perot Systems over its work products and 
would point out that the Service is subject to claims by Perot Sys- 
tems for projects not approved, but which the Postal Service subse- 
quently, independently implements. 

Second, we are concerned that the contract contains no limit on 
the amount of savings Perot Systems might earn. In light of the 
expectation that its proposed projects will be approved, together 
with the Postal Service being prohibited from implementing 
projects independently of Perot Systems, we think the contractor is 
placed in too strong a bargaining position when savings ratios are 
negotiated. 

Third, we are concerned that the contract does not provide a gen- 
eral clause allowing termination by the Postal Service without li- 
ability for breach should the continuation of the contract, at some 
point, not be in the best interest of the Government. Termination 
by the Postal Service during the initial 90-day study period is al- 
lowed under a separate agreement with Mr. Perot. 

Termination for convenience of the Government is then preclud- 
ed for two years after the initial date of award with Perot Eystenié 
entitled, should the contract then be terminated, to 50 percent of 
the negotiated share of savings that would have been paid had the 
contract not been terminated prior to the end of its intended ten- 
year life. 

Finally, we are concerned that the Postal Service’s sole source 
justification is unconvincing. The written justification fails to es- 
tablish that Mr. Perot is the only one who can do the required 
work and while it emphasizes his personal qualities, the contract 
does not require any commitment of Mr. Perot’s time. 

You have asked whether existing Postal Service laws and regula- 
tions are adequate to ensure effective competition and protect the 
interests of the Government and the public. You have also asked 
whether the Brooks Act, governing ADP procurement, and other 
contracting laws and regulations generally applicable to Govern- 


ment procurement, should be made applicable to the Postal Serv- 
ice. 

The Postal Service Reorganization Act of 1970 specifically ex- 
empted the Postal Service from all Federal laws dealing with 
public or Federal contracts. The underlying purpose of the Reorga- 
nization Act was to allow the Postal Service to function more like a 
private business. ; 

Appreciating that the Postal Service recognizes the need to main- 
tain strong procedures and internal controls and that it recognizes 
the need to provide systematic training to raise the level of pro- 
curement personnel performance, I would hesitate to suggest, par- 
ticularly on the basis of this one contract—which, as I stated earli- 
er, did not emanate from the procurement system as such—that 
the various generally applicable contract laws and regulations be 
reapplied to the Postal Service. 

That is not to say though, that I would agree that a contract 
such as the contract we are talking about today,/should be awarded 
without consideration of the provisions that are currently in the 
Procurement Manual that do provide for competition in obtaining 
services and goods needed by the Postal Service. 

I would have to state one exception though, and that exception 
concerns the Brcoks Act, which governs the very specialized pro- 
curement of ADP goods and services throughout the Government, 
with limited specified exceptions. As you know and has been stated 
here today, the General Services Board of Contract Appeals recent- 
ly ruled that the Perot Systems contract is void for failure to follow 
the Brooks Act. That decision is now on appeal to the Court of Ap- 
peals for the Federal Circuit. 

Experience in the Executive Branch is that ADP systems are too 
often inadequately planned and implemented, winding up with 
huge cost implications for systems that do not do the job required, 
to a large extent, because agency procedures and practices do not 
follow Brooks Act requirements. If it takes applicability of the Act 
to assure Postal Service compliance of a good ADP procurement 
practice, the Act should be made to apply. As it stands now, the 
Act does apply under the terms of the GSBCA opinion and will 
continue to apply if the Court of Appeals affirms. 

Apart from any question as to whether the contract comes under 
the Brooks Act in terms of the services being required, as opposed 
to the issue of whether the Postal Service itself is subject to the 
Brooks Act, I think that there is a strong likelihood that the Court 
of Appeals will affirm that aspect of the Board’s opinion. 

That completes my summary, Mr. Chairman, and I would be glad 
to answer questions. i 

Senator Pryor. We appreciate your statement very much and 
also the study that you have provided the Subcommittees. We will 
invoke the five-minute rule. Each Senator will have five minutes 
and then we will rotate. We will also utilize the “early bird rule” 
this morning and that would mean that after I question, then Sen- 
ator Levin, then Senator Stevens, and then Senator Sasser. 

The first question is, was this a solicited contract or a solicited 
proposal from the Postal Service to Mr. Perot? 

Mr. Socotar. No, I do not think it was. 
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Senator Pryor. It was an unsolicited contract? Mr. Perot’s com- 
pany walked into the Postal Service and said, we would like to do 
this study for you? Is that the case? 

Mr. Socotar. Rather than Mr. Perot walking in, I think that a 
more accurate description would be to say that the Postmaster 
General sought out Mr. Perot on the premise that he and Mr. 
Perot would be able to fashion a contract that would be satisfactory 
to both parties. 

Senator Pryor. In order to establish your credibility, Mr. Soco- 
lar, how many years have you been with the General Accounting 
Office? 

Mr. Socotakr. I think it has been 36 years. 

Senator Pryor. All right, you are an expert. 

Second, have you ever—I think you said this is a very unique 
contract—have you ever seen a contract anywhere near similar to 
this Perot contract? 

Mr. Socotar. No, I have not. 

Senator Pryor. Have you ever seen a contract awarded by the 
Government that gives the proprietary interest in ideas? 

Mr. Socoxtar. There are provisions of some contracts dealing 


with patent rights that do give a proprietary interest to the con-. 


tractors who develop them. As a general proposition, though, the 
kind of interest that this contract provides in precluding the Postal 
Service from implementing any of them without compensation to 
the contractor is most unusual. 

Senator Pryor. All right. Let me set up, if I may, a very quick 
fact situation. Let’s say that if Phase I of this contract is imple- 
mented and Mr. Perot is the contractee and he makes a recommen- 
dation in the next several weeks that the Postal Service, I am not 
sure about all this, let’s assume the Postal Service is now using six- 
cylinder Chevrolet trucks or cars, it does not matter—let’s say that 
Mr. Perot suggests that if you use four-cylinder Fords you will save 
a lot of money. 

And, let’s assume that the Postal Service says, “Mr. Perot, that 
is a great idea; a wonderful idea; we are going to go out and buy 
3,000 new four-cylinder Fords.” Does Mr. Perot get any piece of 
that action, or an override, or any part of that? 

Mr. Socotar. As I understand the contract and there is another 
aspect to it which is troublesome in regard to the question that you 
just asked and that is, that Mr. Perot would have a great deal of 
control over the methodology that would be provided for determin- 
ing the baseline costs in order to measure the savings that the 
Postal Service would be benefitting from and, in that context, 
would, I think, under the plain terms of the contract, have a piece 
of the action, as you just suggested. 

Senator Pryor. Under that fact situation, if the Postal Service 
decided not to buy any four-cylinder Fords now, how long do they 
have to wait before they could actually go out and buy any Fords? 
Is that five years? Is that a proprietary idea or suggestion of Mr. 
Perot under the contract? 

Mr. Socotar. If we are correct that that provision would come 
within the ambit of the contract, they would have to wait five 
years and the contract provision, at that time, that is applicable, 
would simply allow Perot Systems to compete for whatever it is, 
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after that five-year period, that the Postal Service was entering 
er Pryor. We are having a roll call vote on the floor right 
now. In order for my colleagues to get one or two questions in 
before we break, I am going to yield back the balance of my time in 
this questioning and yield now to Senator Levin and then to Sena- 
tors Stevens and Sasser. So, Carl, if you could ask a couple of ques- 
tions and then let Ted and Jim ask a couple. 

Senator Levin. Is your answer to that last question, if that con- 
tract comes within the ambit of the agreement or that that con- 
tract sounds like it comes within the ambit? _ 

Mr. Socotar. No. What I meant was that in terms of the imple- 
mentation of any projects, that would be subject to further negotia- 
tion and under the terms of the contract as they exist, the hypo- 
thetical that was posed could very well be negotiated into a par- 
ticular project. : ; 

Senator LevIN. Just a few quick questions and then we will come 
back in our second round. Section Two of the Postal Service Pro- 
curement Manual requires the development of a procurement plan 


for every contract. , é 
Did the Postal Service comply with that requirement in this con- 


tract? 

Mr. Socotak. It is clear to me that they did not. 

Senator Levin. Section Four of the Procurement Manual re- 
quires a price analysis and recommends a cost analysis for every 
sole source contract. 

Did the Postal Service comply with that requirement? 

Mr. Soco.ar. No, it did not. 

Senator Levin. Section One of the Procurement Manual requires 
contracting officers to identify, minimize, and avoid potential orga- 
nizational conflicts of interest. ; 

Did the Postal Service comply with that requirement of their 
own manual? j 

Mr. Soco.ar. That is a little bit complicated, I think. 

Senator Levin. But that is not a clear yes or no? 

Mr. Socotar. I can go into it if you wish, but right now—— 

Senator Levin. Are you able to give us a clear yes or no on that? 

Mr. Soco.ar. No, I am not. 

Senator Levin. Then I would rather proceed and come back to 
that later. - 

Mr. Soco.ar. Sure. 

Senator Levin. Section Four of the Procurement Manual re- 
quires a written justification and approval for any sole source con- 
tract and to specify—and to specify—in that justification the basis 
upon which the justification is made. 

Did they comply with their own manual? 

Mr. Socoxar. No, they did not. ; 

Senator Levin. So at least in three of the four areas that I just 
asked you, they did not comply with their own rules? 

Mr. Socotar. That is correct. 

Senator Levin. I think Senator Stevens is next in the order that 
was given. 

Senator Stevens. Mr. Socolar, you do not have another Govern- 
ment agency like the Postal Service, do you? 
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sion that I think that it is appropriate to contract on the kind of 


personal basis that this contract was executed on. 

Senator Stevens. I cannot come back, so I will ask just one more 
question. 

If you assumed you had the right to review AT&T contracts, 
then the private sector and the USPS was, in fact, a part of the 
private sector, do you know of your own knowledge that activities 
as they were described here by you in terms of seeking out a very 
unique team to do a unique job would be inconsistent with the 
practice of this country, the private sector? 

Mr. Socotar. No, I do not think so, but the difference, I think, 
would be that the Postal Service does have a Procurement Manual, 
which lays out for itself the basis on which Postal/Service contracts 
will be entered into and it is, to a large extent, a failure to comply 
with its own manual that raises a great deal of questions. 

Senator StEvENS. You take the position that the manual would 


be applicable to Phase I? 
Mr. Socouar. I think the manual is applicable to all Postal Serv- 


ice procurements. 
Senator Stevens. Thank y 


at ease. 


ou very much. We will have to stand 


OPENING STATEMENT OF SENATOR SASSER 


Senator SassER. Well, before we do, I ask unanimous consent and 
since there is no one here to object—Senator Stevens is going out 
the door—I want to have my opening statement included in the 


record. 
[The statement of Senator Sasser follows:] 


PREPARED STATEMENT OF SENATOR SASSER 


I want to commend Senators Pryor and Levin for holding this hearing today. 
We are here to examine the recent contract proposal between Mr. Ross Perot and 


the U.S. Postal Service. 
This is a far-reaching contract. It is intended to be the basis for major cost savings 


for the Postal Service. In that regard, I commend Postmaster General Frank for 
making a major cost-cutting program one of his first efforts as Postmaster General. 

However, as this hearing will detail, this proposed contract has a number of 
highly unusual features which have caused the Congress and the general public to 
question the propriety of this contract. The many questions regarding the Perot con- 
tract will be, I am sure, thoroughly reviewed by the Governmental Affairs Commit- 


tee. 
I will have a few questions myself for the Postmaster General concerning various 


features of the Perot contract. 
In the final analysis, I do hope, however, the committee will work with the Post- 


master General in assisting his efforts at developing a strong cost cutting program 
at the Postal Service through a system of competitive contracts that will bring the 
Postal Service the best advice possible on how to reduce costs while maintaining the 
highest possible level of Postal Service to the American people. 


Senator Sasser. The hearing is recessed, subject to the call of the 


Chair. 

[Recess. ] 

Senator Pryor. The hearing will resume. 

Actually, I do not have any more pertinent questions that I am 
going to ask of the General Accounting Office. Senator Levin? 

Senator Levin. I just have a few questions, Mr. Chairman. 

The first is about the provision relative to the agreement not 
being cancellable for the convenience of the Government. I am 
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aware that there was that side-bar le 
the first 90 days tter that made an exception to 

Is this an unusual provision relative to cancellation for the con- 
venience of the Government? 

Mr. Soco.ar. Yes, it is. Government contracts do contain termi- 
nation for convenience clauses. 

Senator Levin. And have you seen a contract, other than a prop- 
erty rental contract, which has a provision like this one? 

Mr. Socorar. I cannot recall any that deliberately would have 
omitted a termination for convenience clause. 

Senator Levin. That deliberately omitted it? 

Mr. Socoxar. That is right. 

Senator Levin. As this one did? 

Mr. Socoxar. That is correct. 

Senator Levin. In your written testimony, you said that the 
Postal Service asserts that the five-year exclusive rights provision 
was intended to apply only to approved projects. 

Do you see any basis for that assertion in the contract language? 

Mr. Soco.ar. Well, that is a point of controversy, I think, be- 
tween the interpretation that is being given by Perot Systems and 
by the Postal Service. The controversy itself is what leads us to 
conclude that we might very well see claims from Perot Systems 
for projects that the Postal Service would have independently im- 
plemented on the premise that they had not approved those 
projects and therefore, were free to go ahead. 

Senator Levin. Now, are you trying to state your answer in a 
way which is cautious in order to protect the interests of the Gov- 
ernment in any future litigation? 

. Mr. Socotar. No, no. I am stating my answer in terms of how 
Senator Levin. Is there a problem—there may be, by the way— 
in answering my question? If there is, you can say so. 

But do you see any basis in the contract language itself for an 
assertion that the exclusive rights provision was intended to apply 
to only approved projects? 

Again, if this does, in any way, jeopardize the position of the 
Government legally in a potential litigation, then I can understand 
it. But if it does not—you know, I have read that language and I 
must tell you, I do not understand the basis for the claim. We have 
not heard yet from the Postmaster. He will give it to us, I am sure, 
in a few minutes. 

But do you see a basis for that claim? 

Mr. Socotar. Actually, no, I do not see a straight-forward basis 
for that claim. The contract itself, the understandings between the 
parties were with the expectation that the projects would be ap- 
proved unless there was a very good and specific reason not to ap- 
prove them and if there were a good and specific reason not to ap- 
prove them, one would hardly think that they would be implement- 
ed by the Postal Service. 

The expectation, I think, was that anything that was to be imple- 
mented would be approved by the Postal Service. 

Senator Levin. What do you make of this language—the Postal 
Service will not, without prior approval of the Perot Systems, im- 
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plement any project or portion thereof independently? What do you 
make of that language? 

Mr. Stevens. Senator Levin, I think one of the Postal Service’s 
arguments is that that language occurs in the project implementa- 
tion section of the contract and that its appearance there rather 
than elsewhere implies to them—or supports their understanding, 
which they have expressed to us, that the ownership applies only 
to approved projects, rather than just suggested ones. 

I might add that in a conversation with Mr. Perot and his attor- 
ney, we did not get the same understanding from them on that 
matter. 

Senator Levin. In other words, they do not concede that that is 
an exclusive right of theirs to implement projects during five 
years? I’m sorry—they insist that it is an exclusive right on their 
part to implement projects that they propose for a five-year period; 
is that correct? 

Mr. Stevens. I think the first way you phrased it was better— 
that they did not concede that the Postal Service’s understanding 
was their understanding. 

Senator LEvIN. So, as we understand it, the Postal Service is as- 
serting that if they disapprove a project, they can still proceed in- 
dependently with that project? 

Mr. Stevens. That is their understanding. That is the word they 
have used with us. 

Senator Levin. And Perot does not concede that that understand- 
ing is correct? 

Mr. StTEvENS. They did not, in a conversation with us; yes, sir. 

Senator Levin. They were asked specifically whether they made 
that concession? 

Mr. Stevens. Yes, sir. Mr. Engel of our staff did ask and Mr. 
Perot called in his lawyer at that point and they did not concede 
that point. 

Senator Levin. This is a pretty important provision in this con- 


_tract, is it not? 


Mr. STEVENS. We believe it is; yes, sir. 

Senator Levin. So, there may be disagreement even now between 
the Postal Service and the contractor as to the meaning of a key 
provision? 

Mr. Soco.uar. That is correct. 

Senator Levin. That is all the questions I have. Thank you. 

Senator Pryor. Thank you, Senator Levin. 

Do we have any idea when the first discussion was taking place 
or when the discussion about such an arrangement began? When 
was the inception of this, do we know? 

Mr. Socorar. It was shortly after Mr. Frank became Postmaster 
General. 

Mr. Stevens. The dinner reception or the first meeting between 
them. I think that was in early February. 

Senator Pryor. Is this where the idea was given birth, at that 
time? 

Mr. Stevens. As we have been told, the original assertion was 
that when Mr. Perot was contacted as a possible candidate for Post- 
master General, he, in what he called to us as a Texas good-bye, 
said, well, I will be glad to offer any help I can and that that mes- 
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sage got to Mr. Frank, who, as soon as he had been designated, but 
not formally appointed, explored that suggestion with him in a per- 
sonal meeting. 

Senator Pryor. I have no further questions. We really thank 


both of you very much for coming this morning. Thank you very, 
very much. 


Mr. Socotar. Thank you, Mr. Chairman. 

Senator Pryor. We will now ask Mr. Anthony Frank, Postmaster 
General; Mr. Kenneth Hunter, Associate Postmaster General—Sys- 
tems; and Mr. Keith Strange, Director, Office of Procurement, to 
come forward. 

7 Mr. Frank. Good morning, Chairman Pryor and Chairman 
evin. 

Senator Pryor. We welcome you here. Let me, if I might, make 
just a short statement. When I went to the Senate Floor to vote 
just a few moments ago, I was informed that at 11:30, I will have to 
leave here for a very critical meeting and so, Mr. Postmaster Gen- 
eral, if you could make your statement and then allow me to ask 
you a few questions, then I am going to yield to Senator Levin and 
I am going to try to come back to this meeting before it is conclud- 
ed. But I want you to have plenty of time to make whatever state- 
ment you need to make and, frankly, I think you need to make a 
pretty good statement right now. 


TESTIMONY OF ANTHONY M. FRANK, POSTMASTER GENERAL, 
U.S. POSTAL SERVICE, ACCOMPANIED BY KENNETH J. HUNTER, 
ASSOCIATE POSTMASTER GENERAL, SYSTEMS, AND A. KEITH 
STRANGE, DIRECTOR, OFFICE OF PROCUREMENT 


Mr. FRANK. Thank you, Mr. Chairman. My written testimony 
was submitted to you earlier this week and I would like it entered 
into the hearing record.® 

Senator Pryor. Without objection. 

Mr. Frank. I would like to go beyond that and provide you with 
a summary of my thinking about our contract with the Perot Sys- 
tems. 

In March, my first month as Postmaster General, I attempted to 
harness the unique talents of Ross Perot and his new company to 
save money for the Postal Service and, in turn, for the American 
people. For that, I have no apologies to make or regrets to express. 
However, my zeal resulted in the negotiation of a contract, perhaps 
more typical of the private sector than the Government. This was 
clearly a mistake that I hope it is not too late to rectify. 

The results of this contract have been six-fold, it seems to me. 
One, to cause this hearing; two, to create the suspension of the con- 
tract; three, to cause the GAO report we just heard; four, to cause 
the Appeals Court review of the jurisdictional aspects; five, to spot- 
light our possible inclusion under additional Government procure- 
ment rules; and six, to consume a lot of time, energy, and morale of 
Postal Service senior management. 

Taking each of these in turn. One, this hearing, I believe, can 
result in a better contract between the Postal Service and Perot 


5 See p. 52. 
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Systems without sacrificing the benefits. Two, I regret that the sys- 
tems experts for Perot Systems have been idled by the suspension 
of the contract, but I believe it is still possible to resume the activi- 
ties under Phase I by sometime next month. 

Three, I am appreciative of the GAO’s efforts to conduct its study 
promptly. We are now aware of their concerns and we believe we 
can overcome them by modifying the contract. Four, I am pleased 
that the Appeals Court has accepted this matter for review and I 
am confident that it will conclude that the independence granted 
us under the Postal Reorganization Act included removing us from 
the jurisdiction of the GSA. 

Five, I am sorry that this effort has put the spotlight on our pos- 
sible inclusion under procedures which have never applied to the 
U.S. Postal Service. I believe that these rules should not apply be- 
cause they would undermine the authority granted to the Postal 
Governors and management by the Postal Reorganization Act. 

As recently as May of this year, the GAO itself confirmed that 
authority, noting in a letter to Senator Pryor, and I quote, i 

ici i S the authority, in the Postal Reorganization 
ee eee See rules ne regulations with the intent to 
permit USPS to operate like a private business when it is advantageous to do so. 

While USPS has only recently revised its procurement regulations to take advan- 
tage of its statutory authority to depart from the Federal purchasing procedures 


and practices it inherited, there is no question that Congress has urged it to move in 
that direction. , é 

Further, there is widespread interest in experimenting with ways to improve the 
Federal procurement system because of broad criticisms that current Federal pro- 
curement practices are overly complex, cumbersome, and restrictive. 


Finally, it is unfortunate to have others in the Postal Service pay 
for the education of a new Postmaster General in the area of Gov- 
ernment procurement. 

Looking ahead, we believe—assuming the appellate court rules 
favorably—that it is possible to modify this contract substantially 
and to do so with the concurrence of Perot Systems. We have dis- 
cussed a number of contract modifications that we believe to be re- 
sponsive to the concerns that have arisen since we first announced 
our contract in June. 

First, we will deal with concerns that the scope of the contract 
seems too unlimited. We propose to restructure the contract to 
allow Perot Systems to complete the Phase I studies and to supply 
support for the implementation of any projects identified. Perot 
Systems’ role would include assistance in drafting RFP’s and tech- 
nical evaluations. Its role would also include integration and/or su- 
pervision as cost saving ideas are competed or implemented. All as- 
sistance would be provided on a task basis and only if required by 
the Postal Service. Our call. ; ; 

Second, we will assure fair competition for the implementation of 
cost saving projects; that is, the Phase II activities under our origi- 
nal contract. These projects, only if approved by the Postal Service, 
would all be done on a fully competitive basis and Perot Systems 
would not and could not compete for any of this business. 

Third, this contract will not result in obscene profits for Mr. 
Perot’s firm. I believe it never would have. Perot Systems would 
work at cost until December 1989, as provided in his contract with 
General Motors, and thereafter, would work under more tradition- 
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al types of contracts, determined by the type of work to be done. 
All of the contract provisions for these activities would be in ac- 
cordance with our contracting regulations. 

Fourth, under this arrangement, the Postal Service would retain 
the rights to all ideas. Finally, the length of the contract would be 
adjusted. Perot Systems would receive a two-year contract with 
four two-year options to renew at our discretion. In addition, our 
ability to cancel the contract for convenience will be extended to 
cover the full term of the contract. 

It is clearly the responsibility of the Postal Service to pay as 
little as possible for the services and products we buy. It is also our 
responsibility to manage our costs as effectively as possible to pro- 
tect the interests of the American mailers who support us, not the 
taxpayers. 

We believe we can meet these responsibilities through our own 
efforts to improve postal operations and through a modified con- 
tract that satisfies the concerns of the Congress and our other con- 
stituencies and which preserves the opportunity to bring Ross 
Perot and his people’s unique expertise to bear on finding ways to 
make the Postal Service as efficient and cost-effective as practical. 

Thank you. That concludes my additional remarks. 

Senator Pryor. Thank you, Mr. Frank. 

The GAO report states, “. . . the contract as it now stands does 
not adequately protect the interests of the Postal Service, the rate- 
payers, or the Government.” 

Do you agree or disagree with that statement? 

Mr. FRANK. Well, I disagree. It is an unusual contract. There is 
no doubt about it. It is a contract with an unusual man and an un- 
usual firm in unusual circumstances. I believe we would not have 
entered into the contract if it did not fully protect the Postal Serv- 
ice and the people who pay postage. 

Senator Pryor. I agree with you that Mr. Perot is an unusual 
man. I also agree that we are in unusual times and circumstances. 
It is a very unusual contract; in fact, this is a very unusual hear- 
ing. Our good friend, whom I respect so much, Senator Stevens, 
does not like things like this because he thinks we are trying to 
micro-manage the Postal Service. 

Do you think right now we are trying to micro-manage or inter- 
fere with the historical contracting authority of the Postal Service? 

Mr. FRANK. Well, if these modifications that I have suggested 
today meet with a few or no objections, it seems to me that the 
spirit of this contract is not lost so therefore, we are not into micro- 
management. Legislation that would make us comparable to Feder- 
al procurement rules would be a drastic disservice to almost every- 
body concerned; and yes, that would be micro-management. 

Senator Pryor. On August 5, the GSA Board of Contract Appeals 
issued a decision declaring the contract between the Postal Service 
and Perot Systems void ab initio. 

Carl, I had not heard that since we were in law school, I think. I 
love that. I love that term. [Laughter.] 

Later that day, Chairman Jack Brooks and Congressman Horton 
wrote you to implement the Board’s decisions; in other words, 
cancel the contract. 

Now, what is your response? 
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Mr. FRANK. Well, I would like to modify the contract. I think we 
have so much to gain. We really do need to drive our costs down at 
the Postal Service. It is not business as usual. We have an incredi- 
ble disquieting, stirring around on the part of the major mailers 
who are afraid that costs are out of control at the Postal Service. 
We need to take some actions. This was my first action. It is one of 
many that I hope to take. But it is important to do this and I hope 
these modifications will satisfy Chairman Brooks and Mr. Horton, 
as it will these two Subcommittees. 

Senator Pryor. Will this Subcommittee have an opportunity to 
examine the final contract, the modified contract? 

Mr. FRANK. Well, of course, that is always your privilege. I had 
anticipated that you would turn that responsibility over to the 
GAO, which has brought itself up to speed on the initial contract. 

Senator Pryor. Well, I do not want to micro-manage the Postal 
Service. We have enough problems without doing that, but I do 
think that we have got to be in the loop. I think this Subcommittee 
has got to be in the loop of those who look at this. I think that is 
our responsibility. We are an oversight committee. This Subcom- 
mittee is charged with the oversight of the Postal Service and we 
have to, I think, continue in this. 

I want to thank you, Mr. Frank. I would not have left you right 
now at this moment, except for the fact that Senator Lloyd Bent- 
sen wants to see me at 11:30 and I am going to go see Senator 
Bentsen, so I am going to turn this hearing over to Senator Levin. 
If possible, I will come back and visit some more. Senator Levin. 

Mr. Frank. Thank you, Mr. Chairman. 

Senator Levin. I am going to just call a very brief, one-minute 
recess. Everybody, if they would, just stay there. I just want to talk 
to Senator Pryor for a moment. 

[Brief recess. ] 

Senator Levin. Mr. Frank, I disagree with a number of things 
you said here today, as well as, obviously, this contract itself. 

But to emphasize the positive first, basically what you are telling 
us is that you are going to ditch Phase II and redo it. You are 
going to do it with a different contractor or contractors. It is going 
to be competitive. Perot Systems is not going to be the contractor 
on Phase II. It is not going to be exclusive in anybody. The Postal 
Service can take Perot’s ideas and implement them on their own if 
they want to. 

You basically said, okay, we are going to do Phase II differently 
and Phase II is the principal problem that we have had. It is not 
$500,000 with somebody who is obviously creative to give you some 
ideas as to how to proceed. It is a sole source contract for that 
where his company is going to share in savings to an unspecified 
degree and he has got great leverage over you to determine the 
degree because it is an exclusive right in Perot Systems to imple- 
ment those projects. 

To emphasize the positive first, let me say that I am very glad 
that you have taken this tack. It comes as a surprise. It is very dif- 
ferent from the testimony which you had submitted to us before, 
but I have got to tell you that I am glad you have taken this tack. 

Mr. Frank. Nobody is more glad than I am that you are glad. 
(Laughter. ] 


Lesko’s Get-To-Know Perot Fax Service 


201 


“aw 


Senator LEvIN. One thing you said here today, which I must tell 
you I do disagree with, is your statement that this contract is more 
similar to one that would te entered into in the private sector. i 
used to be a lawyer in the private sector a long time ago. I never 
saw a contract in the private sector like this. 

I never saw a contract where you handed to the other side a 
clause as general as this profit or savings sharing clause and then 
said, you have exclusive right to implement something, any savings 
we will share in an amount to be specified later that we will nego- 
tiate. What that does is give the leverage to the other party be- 
cause he has got the exclusive right to implement. 

The Postal Service cannot implement a project independent of 
Perot Systems under this contract. The way I read it, this is very 
clear. And by the way, Perot Systems, I think, would argue that 
that is the position. And yet, you left this big, unresolved issue of 
what the split is on the savings and gave the other party the right, 
under this contract, to define the baseline that the savings will be 
measured against. 

So, Perot Systems, under the contract in Phase I, decides the 
baseline. They decide what is the current cost of this operation and 
then you negotiate what will be the cost of the new way to do it. 
You will negotiate what the share is of the savings—who gets how 
much of the savings—and that, to me, is a much blanker check 
than I have ever handed to anybody in a private negotiation. 

So, I must say that I disagree with your statement that, well, we 
try to do it the way we would in private life and we cannot operate 
that way in the Government. I agree with you that you cannot op- 
erate that way in Government. On that part I do agree with you, 
but I disagree with the suggestion that this is the typical private 
contract. It is not typical from my experience. 

That is not a question. That is a statement. Let me ask you now 
a question. 

Mr. FRANK. Yes, sir. 

Senator Levin. We asked you on July 28th, Chairman Pryor and 
myself, for all documents, including all minutes, notes, memoran- 


da, correspondence, transcripts of meetings, or any other docu- - 


ments relating to the negotiation of the award of this contract. We 
were given some documents, but it is obvious from what was given 
to Senator Grassley last night that there are a whole lot of docu- 
ments that we were not given in response to our letter to you 
asking for all documents. 

Can you explain that? 

Mr. FRANK. I really cannot. 

Senator Levin. You cannot? 

Mr. Frank. We are not trying to withhold anything. It is a far- 
flung organization with a lot of documents going back and forth 
and, to the extent that we did not comply it, was absolutely noth- 
ing deliberate. 

Senator Levin. So, it was your intention to supply us everything? 

Mr. Frank. Absolutely. — 

Senator Levin. Would you, just for the record, find out how it 
was that your staff or whoever it was that put together these docu- 
ments, left out so many documents? I mean, I am not talking about 
one document, which does not have much in it. I am talking about 
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a whole lot of documents, a whole lot of notes on them which were 
turned over last night to Senator Grassley. We were glad they 
were, obviously. We are not competing with Senator Grassley. 

The question is, why were these not turned over before? You can 
answer that question for the record, if you do not know the answer 
today. 

Mr. FRANK. I will furnish that. 

Senator Levin. Just a couple questions now on your testimony as 
you gave it to us this morning. 

You said that you are going to negotiate modifications in this 
contract, in Phase II of this contract. How confident are you that 
you are going to succeed? Are you saying that you have a high 
degree of confidence that you_are going to succeed along the lines 
you have outlined here this morning? ce 

Mr. FRANK. Yes. : 

Senator Levin. Does your success depend upon the court decision 
going one way or another? ¥ 

Mr. FRANK. It very definitely does, Mr. Chairman. We are antici- 
pating a favorable ruling on the jurisdictional matter. If the juris- 
dictional matter is decided against us, then we do not have a con- 
tract. 

Senator Levin. And there is not even a Phase I? 

Mr. FRANK. That is right. 

Senator Levin. But if you win the court decision, then you are 
highly confident that you can revamp Phase II; is that correct? 

Mr. Frank. That is correct. 

Senator Levin. All right. You said that the contract is suspend- 
ed. Would you tell us a little more precisely what that means? Is 
that some kind of a mutual agreement with Perot Systems? 

Mr. Frank. No. That was an order from the GSBCA, which, of 
course, we say we are not under the jurisdiction of, but we were 
advised legally by the Justice Department that our standing in the 
court would be enhanced if we complied with the suspension order. 

Senator Levin. Did you have any negotiations with Perot Sys- 
tems about that suspension? 

Mr. Frank. Not that I am aware of. 

Senator Levin. Does that hold the 90-day time period? 

Mr. Frank. It holds it; right. 

Senator Levin. Can it hold it without the agreement of Perot 
Systems? 

Mr. FRANK. Yes. 

Senator Levin. You have been advised, in other words, that the 
clock is stopped on the 90 days, even though Perot Systems has not 
agreed that the clock would stop? 

Mr. Frank. That is what I have been advised; right. 

Senator Levin. Was that the Justice Department or your own 
lawyers that advised you of that? 

Mr. Frank. Our own lawyers. 

Senator Levin. Is it your position that under Phase II of the con- 
tract, that Perot Systems does not have the exclusive right to carry 
out those projects which they recommend in Phase I? That if, in 
fact, you do not use them, do not agree on the profit or savings 
sharing, that then you are free to independently proceed? 

Mr. FRANK. Yes. 
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Senator Levin. Can you tell me what language in the contract 
you are referring to for your position? 

Sa Frank. With your permission, I will ask Mr. Hunter to do 
that. 

Senator Lrvin. Sure. Mr. Hunter? 

Mr. Hunter. I think it goes to the same thing that GAO referred 
to. Our interpretation is where that appears in the contract is rele- 
vant with regards to those items that we agree to implement. And 
of course, the agreement to implement addresses the recommenda- 
tions, not the controllor decisions that Perot has authority for with 
regards to the sharing of the savings, as well as the merit of the 
idea. 

Senator Levin. How can you reach that conclusion when the lan- 
guage seems so clear that “The Postal Service will not without the 
prior approval of Perot Systems, implement any project or portion 
thereof independently’’? 

How do you reach a conclusion that you can implement a project 
independently—and the word project is with a capital P and has 
been defined in the contract as meaning projects which they have 
recommended in Phase I. What do you do with that language? 

Fis Hunter. Well, that is our interpretation of it. We acknowl- 
edge—— 

ec er Levin. But you cannot interpret it out of existence. It is 
there. 

Mr. FRANK. But, sir, it deals with that portion of the contract, as 
I understand it, once the two firms had agreed on a project, then 
that idea would have exclusivity and only then. 

Senator Levin. It says any project. It does not say any project ap- 
proved by you. It says any project and your own documents show a 
lot of staff reservation about giving this kind of exclusive right to 
Perot. 

Mr. Hunter. Well, again, our interpretation is that. Now we ac- 
knowledge that there is concern about that as has been raised by 
you and by others and that is the reason for the clarification that 
is proposed by the Postmaster General. I would also like Keith 
Strange, the Contracting Officer, to have an opportunity to address 
that. 

Mr. StranGE. Senator, certainly as has been pointed out, shortly 
after the contract was executed, we became aware through a 
number of different ways that there were various interpretations 
being taken regarding that particular provision. I entered in dis- 
cussions with Perot Systems Corporation and their President, 
whose name is Pat Horner, to clarify that. 

Mr. Horner clarified with me the intent of Perot Systems was 
that that provision applied only to specific implementation projects 
which were accepted by the Postal Service. The contract has not 
been formally modified in that respect yet, but that is certainly the 
agreement of the parties, at least verbally, on the intent of that 
provision. 

Senator Levin. Is that what they told GAO, according to GAO’s 
testimony? 

Mr. STRANGE. I understand that GAO spoke to Mr. Perot and not 
to Mr. Horner and I cannot resolve that difference. 
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Senator Levin. So, what you are saying is, Perot Systems told 
you that the exclusive right to implement applies only to those 
projects which you are proceeding with, with them? 

Mr. StrANGE. That is precisely correct. 

Senator Levin. Well, I am glad to hear it. It is a complete turna- 
round, not just in the language of the contract, but in the history 
of the negotiations. It does not make any sense. What does exclu- 
sive right mean? What does the word exclusive mean? 

Mr. StrRANGE. An exclusive right to those projects which we 
accept and their specific implementation ideas. 

Senator Levin. You mean, they have the exclusive right to carry 
out projects which you agree that they would exclusively carry out? 

Mr. STRANGE. Yes. 

Senator Levin. That is a very unusual definition of the word ex- 
clusive. There is no use going into this a lot further, as far as I am 
concerned, if this is going to be modified out of existence, which is 
what it ought to be. Ab initio is a word I love, too, not as much as 
Senator Pryor. He has a particular fondness for Latin phrases. 
[Laughter. ] 

But since it is going to be modified so radically, then it seems to 
me there is no use pursuing what the meaning is of a phrase which 
is going to no longer exist in a contract. So, I will just pursue two 
more lines of questioning. 

One, the GAO has testified this morning that you did not comply 
with your own manual. You were here, I believe, Mr. Frank, 
during that? 

Mr. FRANK. Yes, sir. 

Senator LEvin. Do you disagree with their testimony? 

Mr. FRANK. I believe we complied. We would not have done it 
otherwise. 

ear a LEVIN. Do you believe that you developed a procurement 
plan? 

Mr. STRANGE. Senator, could I address those questions, please? 

Senator LEvin. Sure. If the Postmaster General wants you to, by 
all means. 

Mr. STRANGE. On the issue of the procurement plan, we do think 
that we followed our regulations. The Procurement Manual says 
that an individual procurement plan is required on certain pro- 
grams, depending on procurements, depending on the dollar 
amount, except for unanticipated requirements. The Procurement 
Manual’s requirement for a procurement plan was really envision- 
ing the system of normal requirements, repetitive requirements, 
which are developed through in advance of the normal budgetary 
process. 

I think it is clear that this requirement did not develop during 
the normal budgetary process and it was an unanticipated require- 
ment. So, I think the Procurement Manual does not require a pro- 
curement plan in this instance. 

Senator Levin. Does not require a procurement plan for what? 

Mr. STRANGE. In this particular instance. If you look at the ele- 
ments of the procurement plan which addresses things like meas- 
ures to obtain competition, evaluation criteria, and other aspects, I 
think that is a reasonable interpretation. 
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Senator Levin. So, when your Chapter Two says procurement 
planning, including market-research, must be done to ensure that 
the Postal Service’s needs are met in the most effective, econom1- 
cal, and timely manner, you are saying that does not cover non- 
competitive, sole source contracts? 

Mr. Srrance. No, I am saying it does not cover unanticipated re- 
quirements. 

Senator Levin. Where does it say that? 

Mr. Strance. It says that in—I do not have the exact reference 
in front of me, but it is in Section Two of the Procurement Manual. 

Senator Levin. Why is this an unanticipated requirement? I 
mean, as soon as the Postmaster General came into office just 
about, he was saying, we would like to hire this unique gentleman 
to give us services. What is unanticipated about it? Let’s try to 
work out a way to get Perot and his new company involved in this. 
Why is that unanticipated? 

Mr. StrancE. In terms of the procurement process and the in- 
volvement of the Office of Procurement, we got involved about one 
week before negotiations started. 

Senator Levin. You mean it was not anticipated by you? You 
were caught by surprise. 

Mr. StraNnGE. By the Office of Procurement. Yes. And the—— 

Senator Levin. The Service was not caught by surprise; you were 
caught by surprise. 

Mr. STRANGE. Well, certainly as Contracting Officer with respon- 
sibility to develop the individual procurement pian, it is the re- 
sponsibility of the Contracting Officer. From that standpoint, I 
think it was clearly unanticipated. 

Senator Levin. And when did it come to you? 

. Mr. StRANGE. It came to me about the last week of April, I be- 
ieve. 

Senator Levin. And the meeting with Mr. Perot was in Febru- 
ary? 

Mr. STRANGE. The meeting with Mr. Perot? 

Senator Levin. The Postmaster General’s meeting with Mr. 
Perot was in February? 

Mr. Frank. My first contact with him was before I took office 
and it was in February. 

Senator Levin. I do not see, with any stretch of the imagination, 
that this is an unanticipated need of the Postal Service. When you 
got the GAO saying you did not even follow your own manual, you 
ought to listen. You see, you have an argument that you are not 
covered by the Brooks Act. That is going to be decided in a court; 
not here. 

But when you have the GAO saying that your own manual was 
not followed, they do not frequently come forward with testimony 
so conclusionary as it was here about whether you followed your 
own manual and as to whether or not this contract is in the best 
interest of the Government. 

They were very, very clear this morning on those subjects and I 
would suggest that you get together with the GAO because we rely 
on them pretty heavily. When they say you did not follow your 
manual and when the language of the manual seems clear, there is 
a real problem. 
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M:-. SrrANGE. Senator, I would certainly be glad to get together 
with the General Accounting Office on that issue. We had a 
number of discussions as they went through their review and, 
frankly, the testimony this morning was the first indication I had 
that they felt we had not followed our manual. 

Senator Levin. Mr. Frank, what efforts did you make to see what 
other companies or individuals could provide this service? 

Mr. FRANK. None. 

Senator Levin. Shouldn’t you have, before you concluded that 
Perot Systems was unique, made some kind of an inquiry as to 
what other companies or individuals also had creative talents like 
Mr. Perot does? 

Mr. FRANK. Well, it is possible. These are not the only ideas we 
need. It is awfully hard to compete for ideas, I had a man with a 
proven record, a man that could not show a profit for a year anda 
half. That is certainly unusual. , 

Senator Levin. Aren’t there other people with proven track 
records? Aren’t there other creative people in companies—— 

Mr. Frank. Well, I am sure there are and we are looking for 
them and there are many other areas of the Postal Service that 
need study and work and input. We have to start somewhere. 

Senator Lzvin. Isn’t the place to start to look, see what your 
needs are and then to see what entities there are out there that 
can meet those needs? I think that everybody on these Subcommit- 
tees that are jointly holding this hearing today would support you 
in getting outside advice. You are not going to find a lot of opposi- 
tion here. It is how it was done here. 

But, isn’t the way to proceed here logically and fairly to every- 
body since you are spending taxpayers’ and ratepayers’ dollars, to 
see what needs do we have here? We have got these problems. Who 
out there can creatively address them? 

Mr. Frank. Well, I am sure that we will be doing that. I must 
say that being the only client of this new firm was a matter of con- 
siderable importance to me. We would not have any brand new 
MBAs who are being educated at our expense. They cost just as 
much as experienced people. And we would not be just another 
client. We would be the only client and the flagship client, even 
when other clients came. 

I think that has a great deal of importance. Perot and his people 
have a great deal of pride, drive, emphasis. They like to succeed. 
Those are the type of people I would like to see the Postal Service 
connected with. As I say, we have a lot of ideas, a lot of needs for 
ideas and we will be looking, particularly with your encourage- 
ment, at other ways to do that. 

I have got to move and move rapidly to drive these costs down 
and maybe this was not a perfect way to do it. On the other hand, I 
think having Perot associated with us is a plus, I still do. And we 
must explore a whole bunch of avenues in order to do what is right 
for the American people. 

Senator Levin. What does this provision mean, that the contrac- 
tor will notify the contracting office whenever the contractor 
enters into an agreement to provide any professional advice, repre- 
sentation, or assistance to any non-Postal Service client? 

Mr. STRANGE. I think I should address that, Senator, if I may. 
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I believe that is a quote from one of the conflict of interest provi- 
sions in the contract and it has to do with avoidance of a potential 
situation of the contractor being involved with a competitor of the 
Postal Service. 

Senator LEvIN. That suggests that he would have other clients. 

Mr. STRANGE. There was a possibility; yes. 

Senator Levin. I understand from your testimony that you would 
be the only client? 

Mr. Frank. My testimony was, we would initially be the only 
one and subsequently, we would be the flagship client. 

Senator Levin. I see. So, there was no commitment that you 
would be the only client? 

Mr. FRANK. Excuse me? 

Senator Levin. There is no commitment anywhere that you 
would be the only client? 

Mr. Frank. Not in the total history of Perot Systems, but initial- 
ly, we would be. 

Senator Levin. You would be the first client, is that an accurate 
way to phrase it? 

Mr. FRANK. The first and the only—— 

Senator Levin. For how long would you be the only client? 

Mr. Frank. I believe easily through Phase I. 

Senator Levin. Was there any assurance of that? In other words, 
for the first 90 days, you would be the only client? 

Mr. FRANK. That is right. Then would come, in the old contract, 
the implementation phase which would, of course, require more 
people, more resources, which only more clients could provide the 
base for. 

Senator Levin. But there is no assurance that you would be the 
only client, even during Phase I, or was there an assurance? 

Mr. FRANK. My recollection is there was assurance. 

Senator Levin. In the contract or orally? 

Mr. FRANK. Orally. 

Senator Levin. Will you be using the ordinary competitive proce- 
dures relative to Phase II under the description of Phase II as 
modified, which you have given us today? 

Mr. FRANK. Yes. 

Senator Levin. What we would like to do—and I am speaking 
here on behalf of Senator Pryor as well as myself—is to adjourn 
this hearing. We would like to see how this unfolds because right 
now, obviously, you do not have a new agreement. 

Mr. FRANK. Ned we will not even start on it, obviously, until 
after the court—— 

Senator Levin. After the court decision. 

Mr. Frank. Right. 

Senator Levin. I would urge you just to double check, if I may 
say so, with the lawyers, on this question as to whether or not the 
clock is stopped on the 90 days. Since you are a Government entity, 
I would like you to be very—your lawyers to be clear and I would 
urge you to get Perot Systems’ agreement on that explicitly. 

‘Mr. Frank. We have received it explicitly, but we can get it in 
writing. 

Senator Levin. Yes, I think that, frankly, there should be some 
kind of a joint, mutual agreement on that issue. Otherwise, you 
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might be in a position where the 90 days can run, the court can 
come down with a decision that the Brooks Act does not apply, and 
then you will be in a position where you have got a contract and 
you cannot cancel for the convenience of the Government unless 
both sides have agreed you cannot, but you can. So, I would urge 
you that that be specific. 

But what we will do is, we will adjourn this so we can keep in 
close touch with you and we would appreciate two things from you, 
if you would. One is the answer to that question about the materi- 
als. The second one would be that you and your staff keep in close 
touch with these Subcommittees as your negotiations proceed. 

We are not going to be negotiating with you at the table at all. 
You are going to be doing the negotiating, not us. Senator Stevens 
says we do not want to micro-manage this, but we do have a pro- 
curement system and there are questions as to whether the Postal 
Service should be in or out of the general procurement system. So, 
there is a legislative function, a policy function to be performed 
here and your keeping in close contact, informationally—again, we 
do not want to be nor do we have any business being at the table 
with you when you negotiate this with Perot Systems. But if you 
would just keep us informed, that would be very helpful. 

Mr. FRANK. Yes, we will. 

Senator Levin. Let me say that I believe what you have decided 
to do is a very significant step forward for you and for the Postal 
Service. By the way—I think I am speaking for everyone I know— 
we have heard nothing but good things about you personally. I 
want you to know that. 

Mr. FRANK. Thank you. 

Senator Levin. You have a lot of esteem on this Committee and 
the disagreement that exists over this contract that was entered 
into in no way reflects the views that any of us have relative to the 
new Postmaster General. Your reputation is a fine one and al- 
though this contract was a mistake, we hope that is now going to 
be rectified. 

The outline that you have given us for the change and the recti- 
fication in it is a positive, very major shift in direction. We have 
not had a chance, obviously, to review the details, even of your out- 
line of it, and we will then adjourn these hearings so that we can 
have that opportunity and wish you well as you renegotiate the 
contract. Senator Stevens? 

Senator Stevens. I am sorry I was late, Mr. Postmaster General. 
As I said before, the Defense Appropriations bill is on the floor. As 
I understand it, you have made that second statement that was de- 
livered to us this morning; is that correct? 

Mr. FRANK. Yes, sir. 

Senator Stevens. And you are going to await the outcome of the 
appellate court before proceeding now? 

Mr. FRANK. We think it is terribly important to do that. 

Senator Stevens. Well, I concur in that. Assuming that your po- 
sition prevails in the Court of Appeals, you then intend to seek 
modifications in Phase II or Phase I? 

Mr. FRANK. Phase II. 

Bsr a? Stevens. And proceed with Phase I as originally contem- 
plated? ‘ 
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Mr. FRANK. Yes, sir. 

Senator Srevens. I want to commend you again. I never met 
Ross Perot until you entered into this, so maybe that is one of the 
side lines of this, as far as my personal life is concerned. I agree 
with your decision to seek out the unique talents of not only Mr. 
Perot but of the group that he is capably putting together. In view 
of the change in management of EDS, it is a good decision and I 
hope that you prevail in the Court of Appeals. 

Mr. Frank. Thank you, sir. 

Senator Stevens. Thank you. 

Senator LEvIN. Just one more question. 

Mr. FRANK. Yes, sir. 

Senator Levin. If you are unable to renegotiate a satisfactory 
Phase II, getting out of Phase II at all, but in any event, if you 
cannot negotiate according to the outline you have given us here 
today, is it your intention, during the 90-day period, to cancel for 
the convenience of the Government? 

Mr. FRANK. Yes. 

Senator Levin. We are going to adjourn this hearing then to an 
unspecified date so that we can review the outline you gave us 
today. We thank you all for coming and we will stand adjourned. 

Mr. FRANK. Thank you, sir. 

[Whereupon, at 12:00 p.m., the hearing was adjourned, subject to 
the call of the Chair.} 
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Thank you, Mr. Chairman, for allowing me to participate in today's hearing 
involving a matter of importance to all taxpayers. While I am not a member of 
this Committee, I have worked with both you and Senator Levin in the past ona 
number of government procurement issues. Many of those issues have involved 
the Defense Department, where the absence of competition has been obvious to 
the public and detrimental to the national interest. We have sought to remedy 
the ills of government procurement through the tried-and-true practice of 


competitive bidding. 


The issue before this Committee today, Mr. Chairman, is no different. 

We all know too well that government procurement rules are not perfect. We 
also know that competition, in and of itself, will not cure all government 
contracting abuses. However, no one has discovered a method that more 
adequately protects the taxpayers interests than does full and open 
competition. We, as a legislative body, have repeatedly affirmed this belief 
through the laws we have passed. And the record clearly shows that 
competition works. Whenever competition is possible, the best interest of the 


taxpayer demands that it be employed. 


It is a long-desired goal that the Postal Service provide for this country 
more efficient and less costly operations. That was my hope when I first 


learned of the contract between the Postal Service and the Perot Systems 
Corp., and before I became familiar with the contract. Upon scrutiny of the 
contract and details surrounding the award, a totally different picture 


emerged. 
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This contract suddenly loomed as a potential wolf in sheep's clothing. The 
absence of competition, the sole-source method without justification, the 
institutional conflict of interest, the unspecified savings/profits 
arrangement, and other problem areas of the contract..... These all 
contributed to an undeniable violation of what we in Congress have fought hard 


over the years to prevent, 


As I understand it, Mr. Chairman, the Postal Service's new procurement 
regulations allow non-competitive purchases only under certain limited 


circumstances. These include, for instance: 


a. when there is an unusual and compelling urgency or 


b. when competition is not in USPS's interest 


In his written testimony, Mr. Frank does not specify which of these 
circumstances were present as a justification for awarding a sole source 
contract. The General Accounting Office report states that an inadequate 


justification was given, and that a provision to waive the justification was 


not exercised. 


What is offered by Mr. Frank, however, is the statement that Perot Systems 
would provide a new and fresh approach to solving the Postal Service's 
problems. The question, it seems to me, Mr. Chairman, is whether that is 
justification enough to sidestep the Postal Service's "new and fresh” 
procurement regulations, and to sidestep the obvious benefits to the taxpayers 
from the rigors of competition. It is apparent that numerous contractors 


could have met the contract's requirements, or at a minimum should have been 


given a fair shot. 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 
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As you know, Mr. Chairman, severaX“companies challenged the Postal Service's 
award to Perot Systems before the General Services Administration Board of 
Contract Appeals. Both Perot Systems and the Postal Service failed to turn 
over numerous internal documents during the Board's discovery procedures. At 
My request, the GAO recently obtained at least some of these documents which 
were provided to me late yesterday. The documents paint a disturbing picture 


of the process by which this contract was awarded. 


The Postal Service documents show that within a week of assuming his job as 
Postmaster General, Mr. Frank advised a subordinate that he anticipated 
"making money available for the company of [Mr. Perot]." At this time, the 
Postal Service had not even determined what, if any work, Mr. Perot could 
perform. Mr. Frank's seemingly premature decision, prior to any contract 
negotiations, might suggest favoritism toward Mr. Perot. It also opens the 
Postal Service to the obvious charge, whether correct or not, that at least 
part of the motivation behind this contract was not to save money for the 


Postal Service and the taxpayer, but to make money for Mr. Perot. 


The Postal Service also apparently sought out creative methods for 
transferring money to Mr. Perot, according to the documents obtained. When 
asked to devise ways of funding a contract for Ross Perot, the controller of 
the Postal Service advised that money was no problem, and that if necessary 
the Postal Service could revise its deficit estimates to come up with whatever 


cash was needed. Here is a direct quote from one document: 


(Mc. Porras] advised that the Department of the Controller could 
develop sources for whatever funding is required. In the 


simplest case, the revised estimate of the deficit for the 


3o aa 


year could be adjusted to cover the necessary amount, but 


other options are available depending on the dollar amount 


needed. 


Again, Mr. Chairman, this is disturbing in the sense of potential public 
outrage. During the same period when the Postal Service pleaded poverty as 
justification for a massive postage rate increase, it was also willing to 


"cook the books” to come up with ‘money for Mr. Perot, Af these documents are 


correct. 


As I mentioned earlier in my testimony, Mr. Chairman, we should be wary of any 
wolves in sheep's clothing. This contract should be examined for both the 
appearance and the reality of favoritism, as well as unsupported restrictions 
on normal competitive procurement. The decision to enter into this contract 
appears to have been made before the Postal Service decided what the 
contractor was supposed to do. And the contract terms provide no protection 
against procurement abuses we have seen in the past associated with sole 


source contracts. 


In my view, Mr. Chairman, given the facts already in the public domain, the 
fairest of all possible options would be to wipe the slate clean, subject the 
contract to competition, and this time try to ensure the best possible deal 
for the taxpayers of this country. Knowing of your outstanding record in 
procurement reform, Mr. Chairman, I have every confidence that this Committee 
will do whatever it can to assure a just resolution of this matter. I thank 
you again for inviting me to participate in this hearing and I look forward to 


working with you on this issue. 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 


Lesko’s Info-Power call 1-800-955-POWER 
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Perot Gets First Driver’s License 
In 1945 And Has No Convictions 
Or Accidents In Last 3 Years 


Copy of driver’s license records--shows he applied for 
driver’s license less than one month after 15th birthday. 
Source: Texas Department of Public Safety, License 
Issuance & Driver Records, Box 4087, Austin, TX 78773; 
512-465-2186. 
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TEXAS DEPARTMENT OF PUBLIC SAFETY 
LICENSE ISSUANCE & DRIVER RECORDS 
BOX 4087, AUSTIN, TEXAS 78773 


PAGE 1 06/16/92 2 Boe 
DRIVER’S NAME | ADDRESS l city Sp OTE 
PEROT,HENRY ROSS | 10444 STRAIT LN DALLAS 752290000 TX 
BIRTH DATE DRIVER LIC | CURRENT STATUS | LICENSE TYPE OR CLASS EXPIRATION DATE | ORIGINAL APP. DATE 
06/27/30 | 00599201 | CLEAR | CLASS C | 06/27/95 | 07/25/45 
RECORD REQUESTED Br: 
os 
| 
INFORMATION U.S.A. \ 
PO BOX E 


KENSINGTON MD 20895-0418 
00599201 PEROT 06273099S2 


THIS TYPE RECORD WILL NOT REFLECT COMPLETION OF A DRIVING SAFETY COURSE. 


RECORD CONTAINS NO REPORTED CONVICTION OR ACCIDENT INVOLVEMENT IN LAST 3 YEARS 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


VILIDR (OCT ~68) 
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OSHA Inspection Shows EDS 
Failed To Report Occupational 
liinesses And Injuries 


Occupational Safety and Health Administration (OSHA) 
inspections show EDS failed to post necessary notices on 
safety and health and report illnesses and injuries. Source: 
Occupational Safety & Health Administration, Office of 
Management Data Systems, 200 Constitution Avenue, 
NW, Room 4111, Washington, DC 20423; 202-219-7008. 


ae 


ESTABLISHMENT INSPECTED REPORT ID ACTIVITY# 
ADDRESS OPEN DATE INSP TYPE 

CITY STATE ZIP CLOSECONF OPT REPT# 
COUNTY (NAME/CODE) CASE CLSD PREV ACT 
RELTD ACT 

a : Reese ee nee GR 
CITATION RE 

STANDARD TYP IDENT vec 


Kk Ka eK a i ke ee ee ke ek ee ke 


“ELECTRONIC DATA SYSTEMS INTERN 0257220-S 003172376 
BCO, POPULAR CENTER OFIC. 601 11/21/85 UN-CMPLNT 


Hato Rey PR 00919 11/21/85 197 
Not Applicable... 001... 4/27/86 CO70737135 
C070737135 
1903.002 A il © 01001 
ds . .1904.002 A... uO 01002 
FOI III IOI IOI I IO IOI ICICI ete io 
ELECTRONIC DATA SYSTEMS INC 0335600 012203113 


200 CONSTITUTION AVE NW 
_Washington DC | 
Dist of Columbia 


6/11/79 UN-CMPLNT 
_DC 20001. 6/11/79 901017400 
001 3/10/84 (NONE ) 


C320476112 
FOI IOI I IOI OI I IOI I a ae He 


ELECTRONIC DATA.SYSTEMS COMPAN.Q452110-S 014811087 
315 RING ROAD 3/30/84 PR-PLANND 


‘Elizabethtown KY 42701 3/30/84 04884 
Hardin 093 4/30/84 (NONE ) 
_._.——~.-OPT-INFQ:.N-01 014811087 = 
os cae enn LOTAL. INSPECTIONS... LISTED: 3. 


QY 20429 


06/17/92- 4:50 AM 


07/01/72 THROUGH 


CSHO 
CATEGORY 
SCOPE 
UNION 


ISSUANCE 
DATE 


B4658-C 
SAFETY 
PARTIAL 
NONUNION 


12/18/85 
12/18/85 


A7809-C 
SAFETY 
PARTIAL 
NONUNION 


$0070-C . 
SAFETY 
COMPREH 


NONUNION 


SPG-MF-CO 


OCCUPATIONAL SAFETY AND HEALTH ADMINISTRATION 
FEDERAL & 18(B) STATE INSPECTIONS OF ELECTRONIC DATA SYSTEMS 


12/31/86 
SIC1/SIC2 SUMHRS 
$REMITTED EMPESTAB 
OWNERSHIP EMPINSP LWDI 
CLASS EMPCNTRL 
ABT _.. INITIAL 
ABATE CMP INITIAL CURRENT F-T-A 
DATE CDE PENALTY PENALTY PENALTY 
7374 11.5 
0 49 
PRIV SEC 49 
12/26/85 N fe) fe) O 
12/23/85 N ie) Omen cea ae: Q 
7374 
Q 7 
Z 4 Bie A ee eee 
7 
1541 ..2.5 Se PAR OURS ayes : 
oO 2 
PRIV SEC 2 
100 


PAC 


‘CURRENT C SETTLM-T HAZD 


F-T-A N DISPOS-N SUBS 
PENALTY T /FINORDT CODE 


f 


OFFICE OF MANAGEMENT DATA SYSTEMS 
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OCCUPATIONAL SAFETY AND HEALTH ADMINISTRATION 


REPORT EXPLANATION: 


Office of Management Data Systems 


OSHA Inspection Data For Specified Establishments 


This report provides specific inspection, violation and fatality/catastroohe 
information regarding inspections of interest. The inspection information 


appears as follows: 


LINE 1: 


ESTABLISHMENT INSPECTED - Name of Establishment Inspected 


REPORT-ID - This number identifies the submitting office of the inspection 


Region 


in the following order: 


(2 positions) 


18(b) State of Federal Area Office (3 positions) 
Subdivision within 18(b) State or Federal (2 positions) 


ACTIVITY# - 


CSHO S 


Note that 18(b) States can be identified by a "5" following 
the Region and "-S" appended to the REPORT-ID 


Pre-printed inspection number which uniquely identifies the 
inspection. ; 


Identifies the inspector who conducted the inspection. 


The letter abbreviations following the hyphen denotes the 
inspector's job title as follows: 


c Safety Officer A Area Director 

I Health Officer Vv Discrim. Invest'r 

L Safety Trainee Ww Regional Mgt. 

M Health Trainee x Regional FSO 

s Supervisor Y Regional Tech. Sucp. 
The Primary 1972 Standard Industrial Classification (S°:C) 


Code 


If inspection was scheduled as a programmed inspection ‘zm 
the secondary SIC list, it is displayed in this field. 


= Total Inspection Time in hours, comprised of: 


Inspection Preparation Time 
Inspection Travel Time 
On-site Inspection Time 
Technical Support Time 
Report Preparation Time 
Other Conference Time 
Solicitor Related Time 


DENIAL - Denial-of-Entry Related Time 
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LINE 2: 
ADDRESS - Street Address where Establishment Inspection was Conducted 
OPEN DATE = Date of Inspection Opening Conference 
INSP TYPE - Type of Inspection: 


Unprogrammed Fatality/Catastrophe 


UN-FATCAT = 

UN-CMPLNT = Unprogrammed Complaint 

UN-REFER = Unprogrammed Referral 

UN-MONITR = Unprogrammed Monitoring 
UN-VARNCE = Unprogrammed Variance \ 
UN-FOLLOW = Unprogrammed Follow-up 
UN-RELATED = Unprogrammed Related 

UN-OTHER = Unprogrammed Other 

PR-PLANND = Programmed Planned 

PR-RELATED = Programmed Related 

PR-OTHER = Programmed Other 

OTHER = Other Inspections not Programmed 


or Unprogrammed 
CATEGORY - Safety or Health Inspection 
$REMITTED - Total Dollars Remitted 


EMPESTAB - Number of Employees Employed in Establishment 


LINE 3: 
city - City Where Inspection was Conducted 
STATE =- State Where Inspection was Conducted 
zIP - Postal Zip Codes of Inspection Site 


CLOSECONF - Date of Closing Conference of Inspection 
OPT REPT# <= Local Office Optional Inspection I.D. 
SCOPE - Scope of Inspection: 

COMPREH = Comprehensive 

PARTIAL = Partial 

RECORDS = Records Review 

NO INSP = No Inspection was Conducted 


OWNERSHIP = Ownership of Establishment 


PRIV SEC =z Private Sector 

LOCAL GOV z Local Government 

STATE GOV = State Government . 

FEDAG and Number == Federal Agency and Agency Ccce 


EMP INSP - Number of Employees Covered by Inspection 
LWDI - Lost Workday Injury Rate -- not always present 


Ge —. 
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LINE 43 


COUNTY (NAME/ 


CASE CLSD - 


PREV ACT = 


UNION = 


CLASS - 


EMPCNTRL - 


CODE) 
Name and Code of County in which Inspection was Conducted 


Case Completion Date 

Activity number of any previous OSHA activity at the site. 
This may be an Inspection (I), Accident Report (A), Complaint 
(C) or a Referral (R). 


Indicates whether the Establishment inspected was Unionized 
or Non-unionized 


Inspection Classification 


The following abbreviations are combined to summarize the 
inspection classification: 


SPG - Safety Planning Guide 

EPG - Health Planning Guide 

L: value - Specific Local Emphasis Program 

N: value - Specific National Emphasis Program 
MIGRANT - Migrant Labor Camp Program 
C/CO/CONST <= Construction Industry . 

MF /MFG - Manufacturing Industry 

MA/MAR - Maritime Industry 


Number of Employees Controlled by Employer 


(PENALTIES PAID) 


This annotation appears as the last entry on Line 4 for =5:5¢ 
inspections where total dollars remitted ($REMITTED) 27-::5 
the sum of the current penalties plus any addic-:<cnal 
penalties for Failure-to-Abate. 


(PENALTIES WAIVED) 


LINE 5S AND BELOW: 
RELTED ACT - 


OPT-INFO: 


Appears as last entry on Line @ for inspections where a 
portion or all of the assessed penalties have been waived. 


The activity number of any OSHA activity related t5 =5:s 
inspection. This may be another Inspection (I), an Accident 
(A), a Complaint (C) or a Referral (R). Several r2.ated 
activities may be referenced on successive lines. 


This annotation appears after related activity <-* 
optional information items have been reported ‘sr <ne 
inspection. One or two optional information entries -:ll 
appear on this and subsequent lines as required. 


A blank line follows the above information. 
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VIOLATION INFORMATION: 


If the inspection was not in compliance, a line for each standard cited 


appears. 


If multiple penalties are assessed, a “TOTAL PENALTIES” line 


appears after these lines. 


STANDARD 


CITATION: 


TYP 


IDENT 


The Code of Standard Cited from Title 29 of the Ccce of 
Federal Regulations or from codification of 18(b) State 
Standards. =e) 


Type of Citation 
(S=Serious, W=Willful, =Repeat, O=Other, U=Unclassified) \ 


If initial type differs from current type, the initial value 
will appear before the current value (e.g. W/S). 


Citation Identification Number 
Related Event Code: 


I = Related to an Imminent Danger 

A = Related to a Fatality/Catastrophe 
(Federal) or Related to an Accident 
(18(b) States) 

c Related to a Complaint 

R = Related to a Referral 

V = Related to a Variance 


ISSUANCE DATE 


ABATE DATE - 


ABT CMP CDE- 


INITIAL 
PENALTY 


CURRENT 
PENALTY 


INITIAL 
FP-T-A 
PENALTY 


CURRENT 
F-T-A 
PENALTY 


- Date the Citation was Issued by the Inspecting Office 


Abatement Completed Code: 


Not yet provided 

Yes, completed. 

No, Employer out of business 
No, Worksite changed 

No, Solicitor advised 

No, Area Director Discretion 


Paz 
oueee 


Original Penalty Assessed 


Current Penalty (Reflects any Changes or Modificat--:-3 <9 
Initial Penalty) 


Initial additional penalty for Failure-to-Abate. 


Current additional Penalty for Failure-to-Abate. If [:3-.- 
to-abate was cited without additional penalty <::=: 
violation, ”(NO-FTA$)” appears in this column inste3-: -: 


dollar amount. } q 


CNT - A “Yy" in this position indicates that violation, penalty 
and/or abatement has been contested. 

SETTLM-T 

DISPOS-N 

/FINORDT - Current Contest or Informal Conference Disposition and Final 
Order Date: 


If a Final Order Date has been provided it appears in 
"mmddyy" format preceded by a disposition code 
(e.g.F-081591). If no Final Order Date has been provided, 
the descriptive abbreviation appears. 


code abbrev. 
P PMA = Petition to Modify Abatement 
fe) ON-SITE = Penalty Issued for On-site Citation 
A AMEND = Amendment to Citation 
I INFORMAL = Informal Settlement Agreement 
W WITHDRAW = Employer Withdrew Contest 
D DISMISSED = Government Dismissed Case 
L SETADMIN = Settlement at Administrative Level cr 
First Appeal 
Y DECADMIN = Decision at Administrative Level or First 
Appeal 
F FORMAL = Formal Settlement Agreement 
J ADJUDGE = Administrative Law Judge Decision 
R REVCOMM = Review Commission Decision 
1 LOWRCRT = Lower Court Decision 
2 APPCRT = Appeal Court Decision 
3 SUPRECRT = Supreme Court Decision 
HAZD SUBS 
CODE - The Code of the hazardous substance related to the visolacz:ca 


ACCIDENT DATA: 


Accident data is typically recorded when occupational injury or ¢eatn is 


investigated. For such inspections conducted since April 13:4, ‘ne 
following appear: investigation summary number, any key words, a 352rt 
accident description and an accident abstract describing what hasrcened. 
At the end of the abstract is noted whether or not the OSHA “at-.cnal 


Office has reviewed the abstract and added key words to it. 


ba 


Following any abstract material the following information is prov:ce 
each victim of the accident. This information has been collecte3 3.5:2 


1975. 
Accident Disposition Event Type 
Nature-of-Injury Environmental Factor 
Source-of-Injury Human Factor 
Part-of-Body Hazardous Substance 
5 


2U7. 


Perot Registers To Vote 
As Independent 


Copy of Voters Registration Certificate. Source: Election 
Department, Dallas County Courthouse, 509 Main, Dallas, 
TX 75202; 214-653-6028. 
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BAN Fe! 
324478 ee ee ON a ay 227, 


epeeee ee odle 
RESIDENCE: | certify A, years of age or over®, a citizen of the United States and has resided in Texas more than | year and in 


the county ond aty more thon six months preceding the dote of this application EXCEPT as listed under EXCEPTIONS on the reverse side of 
this application. | understand the giving of false information to procure the registration of a voter is a felony. 
ove a husband, wife, father, mother, son, or daughter may apply for registration as agent for the voter. 


PRECINCT | Ace [SOA secumty NO. J -oaTe OF eam] Be oe eccre so nee eee 
Bae meat Kop ia RSS| BL SRCURTY NO. ae] AGE | ONECe am 
SAS Ae) i "e (N FONLY | 
rt palate ns oa] ia 
: 1044@ STRAIT LN. ate 
Bone DALLAS TEXAS 75229 0 mss 


RESIDENCE ADORESS: 


10444 STRAIT LN U TEXAS 
[ DALLAS 75229 TER OEAE COONS: 7 


STATE [ ze cor 
10/29/71 
IF AGENT SHOW RELATION. 
SHIP TO VOTER: cs ENGR aS ae eg SEE aba a FOR —. REQUIRED Oe 
ms ee tae Ae ‘ 5 
- ae ? o- 


Lesko’s Get-To-Know Perot Fax Service 


. For more information on 
Lesko’s Info-Power call 1-800- 955-POWER 
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Perot’s Company Sued When 
Puerto Rican Employee Is Threatened 
For Talking About Unionizing 


Decision issued by National Labor Relations Board on 
August 20, 1985. Source: Division of Information, 1717 
Pennsylvania Avenue, NW, Room 710, Washington, DC 
20570; 202-632-4950. 


ELECTRONIC DATA SYSTEMS 125 


Electronic Data Systems International Corporation 
and Emilio Rodriguez and Jaime Rosado 


. Electronic Data Systems International Corporation 
a and Union de Tronquistas de Puerto Rico, 
Local 901, International Brotherhood ‘of Team- 
sters, Chauffeurs, Warehousemen and Helpers 
of America, Petitioner. Cases 24-CA-4773, 24- 
; _ CA-4799, 24~CA-4914, and 24-RC-6802 


22 January 1986 


a DECISION, ORDER, AND DIRECTION 
ae OF SECOND ELECTION 


By CHAIRMAN DOTSON AND MEMBERS 
ee JOHANSEN AND BABSON 


On 20 August 1985 Administrative Law Judge 
Richard A. Scully issued the attached decision. 
. The Respondent filed exceptions and a supporting 
—  brief.and the General Counsel filed an answering 
brief. 

— The National Labor Relations Board has delegat- 

*- ed its authority in this proceeding to a three- 
member panel. 

=--~ *The Board has considered the decision and the 

—~ -record in light of the exceptions and briefs and has 

--» decided to affirm the judge’s rulings, findings,+ and 

=: conclusions and to adopt the recommended Order. 


pace: 


—— ORDER 
— * ‘The National Labor Relations Board .adopts ‘the 


oe Tecommended Order of ‘the -administrative law 
-. Judge as modified below.and orders that the Re- 


#:°.-spondent Electronic Data Systems International 


Sa -Corporation, Hato Rey, Puerto Rico, its officers, 
mea. agents, successors, and assigns, shall take the.action 
set forth in the Order. 

[Direction of Second Election omitted from pub- 
a lication. ] 


= “ings. The Board's established policy is not to overrule.an administrative 
= slaw judge's credibility resolutions unless the clear preponderance of_all 
meast~-the'relevant evidence convinces us that they. are incorrect. Standard Dry 
——- Wall Products, 91 NLRB 544 (1950), enfd. 188 F.2d 362 (3d Cir. 19$1). 


: stGrRey, Puerto Rico. Ae the maser ato 
Rene Rodriguez, of Santurce,-Puerto-Rico; for'the' thee 
emilio: Rodriguez,- ‘of- Guaynabo, -Puerto Rico, Charging 


1"The Respondent has excepted to some of the judge’ 3 s credibility find- 


Relations Board issued a complaint against Electronic 
Data Systems International Corporation (EDS) on 25 
May 1983 in Case 24-CA-4773. On a charge filed by 
Emilio Rodriguez on 16 May 1983, the Acting Regional 
Director for Region 24 issued -a consolidated amended 
complaint and order consolidating Cases 24-CA-4773 
and 24~CA-4799 on 20 June 1983. The consolidated 
complaint alleges that the Respondent has committed 
certain violations of Section 8(a)(1), (3), and (4) of the 
National Labor Relations Act. The Respondent filed 
timely answers denying that it has committed any viola- 
tion of the Act. 

Union de Tronquistas de Puerto Rico, Local 901, 
International Brotherhood of Teamsters, Chauffers, War- 
ehousemen and Helpers of American (the Union) filed a 
petition for certification in Case 24-RC-6802. On 14 
June 1983, pursuant to.a Decision and Direction of Elec- 
tion, the Acting Regional Director conducted an election 
in the following unit: 


All key-punch operators, computer operators (in- 
cluding lead operators), programmers (System Engi- 
neers, Customer Engineers and Industrial Engi- 
neers), data control clerks, tape librarians, system li- 
branans, utilities employees, secretaries, reception- 
ists and messengers; but excluding all other employ- 
ees, Managers, assistant supervisors in the key-punch 
department and supervisors as defined in the Act. 


The Union filed timely objections to the election and on 
11 July .1983,. the Acting Regional Director entered an 
order directing that a hearing be held on Objections 1 
through 5 and.that the hearing be consolidated with the 
shearing on the unfair labor practices alleged in the con- 
solidated complaint herein. A hearing in this consolidat- 
ed ‘matter was held in Hato Rey, Puerto Rico,.on 3 
through 6 October and 14 through 16 November 1983. 

On .a.charge filed by Jaime Rosado on 7 February 
.1984, the Regional Director for Region 24 issued a com- 
plaint against the Respondent in Case 24~-CA-4914 on 29 
March 1984, alleging that it had committed certain viola- 
tions of Section (8)a){1) and (3) of the Act. The Re- 
spondent filed a timely answer denying that it had com- 


“mitted any violation of the Act. The General Counsel 


filed a motion,-dated-5.April 1984, seeking to reopen the 
record in the consolidated cases.and to consolidate them 
«with Case 24—~CA-4914, which. the Respondent. opposed. 
‘On 1 May 1984 an order was issued granting the General 
Counsel’s: motion to the extent that (1) Case 24-CA-4914 
-would be heard by the same administrative law judge 


- -who. heard -the :consolidated cases; _(2) tthe: evidence .ad- 


-mitted in the consolidated. cases would: be-made a ‘part-of 
the record in Case 24—CA-4914;-and (3) a-single-decision 
-disposing -of- the- issues spresented “in <all-:cases:-would-be 


_-.-Aissued : following :-the- hearing - in = Case -24-CA-4914. .A 


shearing -was-held -in= Case 24-CA-4919. in Hato Rey, 


’Puerto-“Rico;on’15:through 19 October 19842: s:s62- us + 


“~ On-the entire record in-these cases; from-my observa- 
*tion-of-the-demeanor -of. the <witnesses,:and having con- 


a: . ..tsidered tthe~arguments: of: counsel] :and “the ‘briefs ‘filed -by 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 
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FINDINGS OF Fact 


-I. THE BUSINESS OF THE RESPONDENT 


‘At -all times material the ‘Respondent was-a Puerto 
Rico corporation ‘engaged in the business of “providing 
computerized data processing and related -servioes, with 
its principal office and place of business in Hato Rey, 
Puerto Rico. During each of the calendar years 1982 and 
1983, which are representative periods, the Respondent, 
in the course and conduct of its business, purchased and 
received materials and equipment ‘valued in ‘excess of 
$50,000, of which goods and materials valued .in excess 
of $50,000-were transported and delivered to its place of 
business directly from places located outside the Com- 
monwealth of. Puerto Rico. ‘The Respondent-admits, :and 
I find, that it is an employer engaged in ‘commerce 
within the meaning of Section 2(2), (6), and (7) of the 
Act. 


ll. THE LABOR ORGANIZATION INVOLVED 


The Respondent .admits, and I find, that.at all times 
material the Union was a labor organization within the 
meaning of Section 2(5) of the Act. -- 


‘Il. THE-ALLEGED UNFAIR LABOR PRACTICES 
A. Cases. 24-CA-4773 and.24-CA-4799 
“1, Respondent’s due process claim 
~The Respondent contends that it"was denied due ‘proc- 
ess of law because iits-motion to‘continue the hearing on 
the consolidated cases-scheduled to begin on”3 ‘October 
1983 was denied’ “The7hearing ‘onthese-cases was origi- 
nally scheduled to begin-on 22 ‘August’ 1983. On" 1‘ July 


1983 counsel’ forthe‘ Respondent,” Hector -L. “Rodriguez, . 


Esgq., filed -a ‘motion requesting that‘the hearing be post- 
poned “until late ‘September, 1983:" On ‘14 July 1983-the 
‘Acting ‘Regional’ Director issued:.an-order granting the 
‘Respondent’s motion .and rescheduling ‘the hearing -to 3 
‘October. The order -stated that ‘“‘no further -postpone- 
“ments*of the hearing:date-will:be- granted.”-On. 21 Sep- 
‘tember 1983 the ‘Respondent filed::a -motion seeking to 
have the hearing. continued “for an-additional -60 days. 
“The -grounds for the motion:as stated: therein, :were ‘that 
‘on 15°September *1983 the ‘law firm that was: handling the 
‘matter: for the“Respondent “‘notified: the Regional ‘Direc- 


_ ‘tor’ that: éffective ‘said -date-it. was avithdrawing “from -the 


ilegal-representation of=Respondent,” -that :new .counsel 
*was ‘retained >on_20: September, <and: that-they meeded.ad- 


.... ditional -time‘tozinvestigate -and =prepare: for -trial. ;On.22 
~sSeptember;sthe@Regionals Director dissued zan order.:deny--- 
_ ungtthis-motionvandtthe Respondent -filed-<an appeal:with 


snithesoriginalsmnotion that gheslaw.firm;thatshad 


I pcan: 
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surrounding the resignation of counsel was proffered by 
the Respondent despite the fact that. it was given the op- 
portunity and, in fact, requested to do so. On this point, 
its current counsel stated for the record that 


there’s a letter and the only thing that says is that 
the law firm is resigning it’s [sic] counsel for EDS, 
we don’t know what reasons there were, we don’t 
care to know. Whether it was for failure to pay, 
whether it was for some other unknown reason, we 
don’t know. 


- Although an administrative law judge had discretion- 
ary authority to.adjourn a hearing to a later date,? there 
must be some reasonable basis for exercising that author- 
ity. “While the Board attempts to balance the needs of 
individual parties against its statutory mandate to speed- 
ily resolve industrial strife, it will not accommodate the 
requests of individual parties who have been placed in 
untenable positions of their own -making.? Here, the 
record was devoid of any evidence from which it could 
be determined why the Respondent was in the position it 
found itself and whether that position was of its own 
making. Such evidence. was obviously: within the Re- 
spondent’s possession since on the day the hearing com- 
menced one of its former counsel, Hector L. Rodriguez, 
Esq., was employed as its account manager, the highest 
ranking company official in Puerto Rico. Having chosen 
not to put forward any evidence which would permit an 
informed decision about whether a further postponement 
of the hearing was -warranted, it has no ‘grounds to com- 
plain that its motion was improperly denied. In any 
event, in recognition of the fact that the interests!of all 
parties would -be better:served-if the Respondent’s new 
counsel had some opportunity to prepare for the presen- 
tation -of its case.in.an orderly -and expeditious manner, 
they were given a period of 5 weeks between the end of 


the General Counsel’s case and the time they had to’ 


present the Respondent’s case. Under the circumstances, 
there ‘is‘no ‘merit in the Respondent’s claim that-it-was 
denied due process of law. ; q 
2. Alleged violations of Section 8(a)(1) 
a. Interrogation, threats, promises, and surveillance 
During « the - Union’s -organizing —compaign -at- EDS, 


‘Wilma Torres was a keypunch machine operator. On the 
afternoon .of 2"May 1983,* she was taken to a conference 


de CE Se SY 


1 National Labor Relations Board Rules-and Regulations, Sec. 102.43. 


ules of participat- 


-solely responsible for any .adverse evidenuary tulings: arising out-of its - 
<ttailure an. compliance.“Mario:Marrero;the-Respondent's erstwhile account 
sie-smanagerto\wbom the subpoeni was addressed,admitted that he made n0__ 
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room by her supervisor, Luz Echevarria, afid introduced 
to Hector Rodnguez, one of the Company’s attorneys. 
‘Rodriguez told Torres -that there was ‘‘a problem’’ be- 
cause she was part of management and had been attend- 
ang union meetings. Rodriguez asked her if she had at- 
tended a union meeting and, ‘when:she said she had, -he 
told her to give him the names of the persons attending 
the meeting and to tell him -what had been said, ,Rodri- 
guez then asked her if a coworker named Ada Rowan 
‘had told her anything about the Union. He also told her 
that she had to tell him what problems had caused the 
-employees to seek a union, that if the Union came in, the 
Company would close its doors, and that she had the oli- | 
gation to tell her fellow workers that she did not support 
the Union and that they should not do so. Rodriguez 
ended the session by telling Torres that he had conclud- 
ed that she supported the Union on the basis of com- 
plaints of management about her behavior and attitude. 
On the morning of 3 May, Torres went to Luz Eche- 


i a i 


a varria to complain about the rude manner in which Ro- 
« driguez had spoken to her. Echevarria responded that 
=, Torres could not refuse to talk with Rodriguez and that 
= she had to talk with him as many times as he wanted. 
= Echevarria said that someone had complained about 
=. Torres’ attitude, and that she could be dismissed from 
a cher job because she was management and was attending 


=- union meetings, Echevarria went on to say that Torres 
= should not support the Union, that the Company was 
= - going to give very good increases that year, and that ‘if 
fe: ; the Union won the Company would close its doors. In 
~~. the :afternnon, Echevarria called Torres into -her office 
and told her it was Alba. Lugo~who had complained 
= about Torres’ behavior and.attitude and had done:so “‘be- 
= .Cause Attorney ‘Rodriguez had pressured her in--such-a 
= severe manner -that she had to say -what she did.” Eche- 
-yarria.again told Torres “to think things. over’’ and- that 
“the .company -would close-if the .Union. won.” .-About 
=a 330.on the morning of 4 May, Echevarria took -Torres 
<a -her -office.andssaid: that .Roriguez -wanted..to~ speak 
swith -Torres. When .Torres demurred, Echevarria told 
men--her that Rodriguez .wanted to apologize to her. They 
== continued to talk and, during the course.of the conversa- 
w--tion, Echevarria again ‘said that the Company--would 
= close. About 10:30, Torres met with Rodriguez -who 
= . apologized to her and said that he had been wrong abort 
S -ber being a part of management. - 
alae .Angel.Rosario was employed as.a keypunch machine 
===. operator -by the Respondent... A. day-or two after he. re- 
pated. from his vacation on.20 April, he had a.conversa- 
tion -with -his supervisor, Lydia. Cotto, .who-asked _him if 
had changed. his mind-about the Union, :referring to.a 
Jconversation they.had had before.Rosario went on vaca- 
ion..,Rosario -answered..that he -was thinking it over- 
)-responded that he -should- think it over because. the 
emp Seer -could “lose “their. benefits; - ‘that :the ; ‘Company: 


ateeolved “butrit could not be. done immediately, 
<days -later- Rosario.had-another conversation.with. 
oa ‘the end sof his -shift.“She_ ie that: the - 


Lesko’s Get-To-Know Perot Fax Service® 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


problems could be solved and the leaders of the union 
movement would be fired. 

Emilio Rodriguez had been employed by the Respond- 
ent as a computer operator since 1971. It was he who 
contacted the Union in early March and obtained union 
authorization cards which he distributed among the em- 
ployees. Rodriguez testified that during the first week of 
April he had a conversation with Keypunch Supervisor 
Cotto, who had been a friend of his for 10 years. Cotto 
told Rodriguez that she had been called in by Supervi- 
sors Luz Echevarria and Antonio Cortes and asked what 
she knew about the labor movement. Cotto said she told 
them she did not know anything about it, and Cortes 
said that if the Union came into the Company, everyone 
would be left without work. Cotto told Rodmguez to be 
careful because “‘there were many people who were talk- 
ing.” On 11 April Rodriguez spoke with Data Center 
Manager Cortes in the latter’s office. Cortes asked Rodn- 
guez if he knew anything about the union movement. 
When Rodriguez denied any knowledge, Cortes said that 
during the previous evening his wife had received an 
anonymous telephone call and the caller said to be care- 
ful of Emilio Rodriguez because he was “the head of the 
union.” Cortes asked him if this was true and Rodnguez 
denied it. Cortes said if it were true, Rodmguez could be 
fired, he would get a month’s severance pay, and “they 
would cut [Rodriguez’] head off and the problem would 
be solved.” Cortes told Rodriguez that if news of Rodn- 
guez’ union involvement reached Account Manager 
Mario Marrero’s ears, Rodriguez would be fired :auto- 
matically.. Cortes asked Rodriguez to tell him in confi- 
dence if-he was involved with the Union and Rodriguez 
again denied that he was. Cortes said that he had not be- 
lieved the anonymous ‘caller -and that he was going to 
make Rodriguez manager of the Company’s soon-to-be- 
established WIC program. Cortes then asked Rodriguez 
as a favor to get him the name of the head of the Union 
so he could “cut ‘his head off.” Cortes told Rodriguez to 
join ‘the -group and investigate who the head of ‘the 
Union was-and that he trusted Rodriguez to get the 
name of that person. ~ 

“On 20 or 21 April, Rodriguez had a conversation with 


~ Lydia Cotto in the hallway near the keypunch area in 


which Cotto said that the company attorneys had told 
her that if.the union were to come into the Company, it 
would leave or set: up its machines in another building 
and change its name. Cotto also told Rodriguez that she 
saw he was very happy, but that he did not know what 
was awaiting him. On the evening of .27 April, Rodri- 
guez spoke with Cotto near the computer area. Cotto 


_said.that the company attorneys had told her that if the 


Union won, the employees would be without-work and 
all would -go out’ onthe street. ‘On tthe evening of 28 
April, following :the Board «hearing on. the-Union’s_ peti- 
‘tion, “Rodriguez: was-in the company parking lot discuss- 
ing -what occurred at* the’ hearing with other employees. 


~ “Wheii “Cotto passed through’ the parking “lot, “Rodriguez 


_asked“*her:if-she -knew-that their boss Tony-Cortes~ had 


id Said =>. -been-“‘Chewed =p oafcthe Board “hearingswhen-he was ~--~ =~ 
er Lunlon sacomenshviving=Corto responded that-Rodriguez should. 
ZS=read ysbecauseshis ssbed aw hb 


Sete had 


223 


6 Fem tale 


Be ee ee tre I ete ee ree 


128 DECISIONS OF NATIONAL LABOR RELATIONS BOARD 


“going to be kicked out like a bag.” According to Rodri- 
guez, Cotto continued to speak as she went to her car, 
but he did not pay attention to what she said. 

Gustavo Joglar worked as a keypunch machine opera- 
tor for the Respondent. He testified that he was present 
in the parking lot on the evening of 28 April and wit- 
nessed the remarks of Rodriguez and Cotto, who was his 
supervisor. He heard Cotto tell Rodriguez in a loud, hos- 
tile tone of voice, that he was going to be fired, and as 
she got in her car, she said the only thing Rodriguez 
would accomplish with the Union was that ‘“‘the compa- 
ny was going to close.” About 2 or 3 days later, during 
breaktime, Cotto came over Joglar and two other em- 
ployees and talked about what would happen if the 
Union came into EDS. Cotto said if the Union came in, 
the Company would probably close, that the employees 
would either lose benefits or the Company “could just 
change its name and relocate somewhere else.” Joglar 
testified that on two other later occasions Cotto made 
similar remarks to him. 


Analysis and Conclusions 


I found the testimony of each of the employee wit- 
nesses concerning these incidents to be credible and con- 
vincing. Torres, Rosario, and Joglar were still employed 
by the Respondent at the time of the hearing and would 
be unlikely to fabricate such testimony.® This is particu- 
larly true in the case of Torres who, by the time of the 
hearing, had been promoted to a supervisor position and 
within the week prior to the hearing had been told by 
Echevarria that Attorney Rodriguez had said Torres did 
not have to attend the hearing, that she should not testify 
because her testimony would affect Attorney Rodriguez, 
that she should not attend the hearing, and that she had 
“to be on the company’s side.” I believed Charging 
Party Rodriguez’ testimony concerning these incidents, 
based on his demeanor while testifying and the corrobo- 
rating testimony of Joglar concerning Cotto’s statements 
on 28 April. The three supervisors involved in these inci- 
dents, Luz Echevarria, Antonio Cortes, and Lydia Cotto, 
and Company Attorney Hector Rodriguez were. not 
called to testify by the Respondent although all, includ- 
ing Hector Rodriguez, were employees of the Company 
at the time of the hearing. I infer from their failure to 
appear as witnesses that their testimony would have been 
adverse to the Respondent.® Based on the credible, un- 
contradicted testimony of the employee witnesses, I find 
that each of the incidents occurred as described above. 

The Respondent contends that there could be no viola- 
tions of the Act with respect to the incidents involving 
Emilio Rodriguez because he was a supervisor and, ap- 
parently, takes the same position with respect to Wilma 
Torres. I find that the evidence is insufficient to establish 
that either Rodriguez or Torres was a supervisor within 
the meaning of Section 2(11) of the Act at the times 
these incident occurred. The burden of proving the su- 
pervisory status of Rodriguez and Torres rested on the. 


5 See Gold Standard Enterprises, 234 NLRB 618, 619 (1978); St Anne's . 


Home, 221 NLRB 839 (1975). 


® See Martin Luther King, Sr., Nursing Center, 231 NLRB 15 fn. 1 
(1977). 2 : 
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Respondent, the party alleging that such status existed.? 
In the case of Emilio Rodriguez, the evidence shows that 
for some time prior to 28 September 1978, Rodriguez 
had the position of shift supervisor which, according to a 
job description in his personnel file, involved assigning 
and checking the work of computer operators as well as 
evaluating their performance. However, on ‘that. date, 
Rodriguez was disciplined by the Respondent and de- 
moted to the position of computer operator. 
In February 1983 Rodriguez was designated as a lead 
computer operator. The only evidence about what that 
position entailed is Rodriguez’ description of his duties as 
being “to keep the computer. running and’ everybod\ 
doing their duties.” There were usually three computer 
operators working on a given shift. He recived no wage 
differential in connection with his designation:as lead Op- 
erator and continued to punch a timeclock, which super- 
visors did not. Although possession of even one of the 
functions enumerated in Section 2(11) is sufficient to es- 
tablish supervisory status, the supervisor must perform 
that function “with independent judgment as opposed to 
in a routine or clerical manner.”® There is no evidence 
that Rodriguez had any authority to hire, transfer, sus- 
pend, lay off, recall, promote, discharge, assign, reward 
or discipline other employees, to adjust their grievances, 
or to effectively recommend such action. His testimony 
that he was “in charge” of the work of the shift he was 
on and responsible for ensuring that the work was per- 
formed accurately does not establish that he responsibly 
directed other employees or that he exercised independ- 
ent judgment. From all that appears, the work the com- 
puter operators performed was routine in nature. An in- 
cident cited by the Respondent as demonstrating Rodri- 
guez’ supevisory status, in which he and another opera- 
tor were given a warning, involved their failure to carry’ 
out a direct order from a superior to call the Company’s 
office in Dallas before beginning a computer run. Rather 
than indicating discretionary authority on Rodriguez’ 
part, the incident involved a purely ministerial act which 
he and the other operator failed to perform, On the other. 
hand, his lack of discretionary authority ‘is indicated by’ 
an incident in which Rodriguez was reprimanded by his 
superior because he had taken it on himself to call IBM 
and order the repair of a printer for which the Company 


. had been charged. Although it apparently involved a sit- 


uation in’ which the printer was necessary for the work 
on ‘his shift to be’ done, Rodriguez was reprimanded be- 
cause he had no authority to order the repair. ae 

There is no evidence that Wilma Torres Was a supervi- 
sor at any time prior to 20 September -1983,; when she ac- 
cepted a position as a supervisor in the keypunch depart- 
ment. At that time, she was.told by her superior, Luz 
Echevarria, that she would,be on probation for 3 months 
after which they would discuss a salary increase. Torres 
testified that since 20 September she is in charge of the - 
girls in her ‘department, sees’ that they have work to do,. 
and tends to any complaints they have. Before 20 Sep- 


tember, she Was a keypunch operator and, on occasion, 


x or iene : Ape 
7 Soil Engineering Co., 269 NLRB 55 (1984); RAHCO, Inc., 265 NLRB 
235, 247 (1982): : fits : 
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when the supervisor was out of the department, she 
helped the supervisor by getting work for keypunch op- 
erators who needed it. This happened only on an inter- 
mittent. basis and, from ali that appears, was a routine, 
ministerial function. That she was not a supervisor at 
~ that time and that the Company did not consider her to 
be one is evidenced by :her conversation on 4 May with 
Company Attorney Hector Rodriguez in which he ac- 
knowledged that he was wrong when he had. told her 
she belonged to management and by a conversation she 
had with Company. Vice President Michael Maurer in 
mid-May when offered Torres the position of assistant 
supervisor which she did not accept. Torres also had to 
punch a timecard-each day prior to 20 September. 

Prior to taking the position of account manager of the 
‘Respondent, Hector Rodriguez was one of the attorneys 


engaged by the Respondent to counsel it with respect to 


its opposition ito the Union’s organizing compaign. At 
the time of his conversation with Wilma Torres on 2 
May, Rodriguez was clearly acting as an agent of the 
- Respondent. Rodriguez’ coercive interrogation of Torres 
“about her attendance at union. meetings and those attend- 
ing the meetings, his telling her that she had to tell him 
what: problems caused the employees to seek a union, 
‘and his telling her she had an obligation to dissuade em- 
ployees from supporting the Union violated Section 
8(a)(1) of the Act.® His telling Torres that there was a 
problem because she had been attending union meetings 


and that he had concluded that she supported the Union, - 


based on the reports of management about her behavior 
and attitude, created the impression of surveillance in 
violation of Section 8(a)(1), as did the comment to 
Torres about her attendance at union meetings by Eche- 
varria. The three separate threats of business closure in 
the event of a union victory by Luz Echevarria to 
Torres and that of Hector Rodriguez to Torres did not 
purport to be based on any objective facts such as eco- 
nomic necessity, but simply threatened retaliation for en- 
gaging in protected activity.1° Echevarria’s telling 
Torres that she could be dismissed for attending union 
meetings and her statements that Torres should not sup- 
port the Union because the Company was going to give 
increases also violated Section 8(a)(1). 
The interrogation of Emilio Rodriguez concerning his 
and others’ involvement with the Union by Supervisor 
Antonio Cortes was coercive and violative of Section 
8(a)(1), notwithstanding Cortes’ arguably friendly 
manner because not only were there no assurances 
against reprisals, but Cortes made it clear that Rodriguez 
would be fired if he was, as had been anonymously re- 
ported, “the head of the Union.”!! Likewise, Cortes’ so- 
. liciting ,Rodriguez to. conduct surveillance of union ac- 
tivities by joining the group and finding out who the 
union leader was so that Cortes could “cut his head off” 
violated Section 8(a)(1).12 Cortes’ statement about his 


® Sun Country Citrus, 268 NLRB 700 (1984). 

1° Warehouse Groceries Management, 254 NLRB 252, 253 (1981). 

'! Amoco Fabrics Co., 260 NLRB 335, 345-346 (1982). 

12 United Oil Mfg. Co., 254 NLRB 1320, 1324 (1981); Dillman Foods, 
253 NLRB 843, 850 (1980). 


wife’s receiving an anonymous telephone call about Ro- 
driguez’ union activity Cortes said he did not believe, did 
not create an impression of unlawful surveillance. 

The statements by Supervisor Lydia Cotto to Emilio 
Rodriguez during the first week of April and on 27 April 
that in the event of a union victory, everyone would be 
without work and her statements on 20 or 21 April to 
Rodriguez and in late April to Gustavo Joglar and 
others that the Company would set up its machines in 
another building and change its name were unlawful 
threats of retaliation for engaging in protected con- 
duct.** Cotto’s statements in the parking lot on the night 
of 28 April in front of several employees that Emilio Ro- 
driguez was going to be kicked out like a bag and that 
the only thing he would accomplish with the Union was 
the closing of the Company were unlawful threats in vio- 
lation of Section 8(a)(1). 

I find that the evidence is insufficient to establish that 
the Respondent violated the Act when Lydia Cotto 
Asked Angel Rosario, upon his return from vacation, if 
he had changed his mind concerning the Union. It ap- 
pears that this was a followup to a conversation about 
the Union they had some time before Rosario went on 
vacation, the details of which are not in the record and 
there is no evidence of any coercion.!* Likewise, Cotto’s 
statements to Rosario during the same conversation that 
employees could lose benefits and that the Company 
knew that problems existed and would correct them, but 
could not solve them all in one day, did not constitute an 
unlawful threat or promise. The former was simply a 
statement of what might result from the collective-bar- 
gaining process'> and the latter cannot reasonably be 
construed to constitute an express or implied promise in 
return for voting against the Union, but was a lawful ex- 
pression of opinion.+® However, Cotto’s remarks to Ro- 
sario a few days later that the best thing that could 
happen would be for the Union to lose because if it did 
not win, all problems would be solved and the leaders of 
the union movement would be fired, went beyond 
merely expressing an opinion and constituted an unlawful 
promise of benefits if the Union were defeated and a 
threat of reprisals in violation of Section 8(a)(1). 


b. Alleged illegal rules and related conduct 


The written statement of rules, which was given to 
EDS hourly employees in Puerto Rico at the beginning 
of their employment and which was posted at the com- 
pany premises, stated in article V: 


Salaries, pay increases, bonuses and any other 
form, of compensation are strictly confidential and 
may not be discussed with any person except your 
manager. A violation of said rule shall bring about 
disciplinary action, including discharge when cir- 
cumstances thus warrant it. 


13 Bronx Metal Polishing Co., 268 NLRB 887, 888-889 (1984). 

** See Rossmore House, 269 NLRB 1176, 1177-1178 (1984); Howard 
Johnson Motor Lodge, 261 NLRB 866, 868-869 (1982). 

‘8 International Filling Co., 271 NLRB 1591, 1592 (1984); Bahama 
Joe's, 270 NLRB 1377, 1378 (1984). 

'® Butler Shoes New York, 263 NLRB 1031, 1032 (1982). 
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Several employees Witnesses testified that they were told 
at the time they were hired that the amounts of their sal- 
aries were confidential. Rafaela Gautier, a keypunch op- 
€rator, credibly testified that on 12 May she had shown 
her paycheck to another employee. During the after- 
noon, she was reprimanded for doing so by Superviosr 
Luz Echevarria, who told her this was “forbidden by the 
Company.” 

Article VIII of the same Statement of rules concerning 
“Dismissals” includes among causes for discharge: “11. 
The unauthorized distribution of any type of printed or 
written literature within the Corporation’s premises.” 
During the course of the election campaign, flyers op- 
posing the Union entitled “Enterate” (‘Be Informed”’) 
were distributed to employees at the company premises. 
On 12 May a group of about 20 keypunch employees 
were discussing and “Enterate” that a fellow employee 
had just Previously distributed while they were on their 
morning break. Rafaela Gautier was reading the contents 
aloud and her coworkers were making comments disput- 
ing the truth of the Statements she was reading. Luz 
Echevarria, the keypunch department Supervisor, told 
Gautier to stop reading aloud. When an employee told 
her to continue reading, Echevarria again told her to 
stop and said everyone should read it to themselves as 
there might be different points of view and there could 
be a confrontation. Echevarria was asked if, in view of 
the company rule against distribution of literature, such 
materials could be distributed on the company premises 
during working hours. Her response was “‘those for the 
company, yes, those for the Union, no.”!7 


Analysis and Conclusions 


The evidence establishes that the Respondent main- 
tained and enforced a rule that prohibited employees 
from discussing salary information under penalty of disci- 
plinary action. The Board has found such restirctions to 
be unlawful without regard to the presence or absence of 
penalties for their breach because they restrain employ- 
ees in the exercise of their tights to engage in concerted 
activities by interfering with free discussion conerning 
the critical issue of wages.18 By maintaining and enforc- 
ing this rule the Respondent violated Section 8(a)(1) of 
the Act. 

The Respondent’s rule Prohibiting the unauthorized 
distribution of any printed or written literature is over- 
broad and facially invalid since it is not limited to work-! 


Respondent contends that the no-distribution rule was 
not enforced and that employees freely distributed litera- 
ture for and against the Union during working and non- 
working time. There was testimony that prounion litera- 


———— 

‘7 This finding is based on the credible, consistent, and uncontradicted 
testimony of Wilma Torres, Rafaela Gautier, and Maria Sanchez de 
Bellber. As noted Above, Echevarria was not called as a witness. 

18 W.R. Grace Co., 240 NLRB 813, 816 (1979); Blue Cross-Blue Shield 
of Alabama, 225 NLRB 1217, 1220 (1976). 

19 United Pacific Insurance, 270 NLRB 98] (1984): Taylor-Dunn. Mfg. 
Co., 252 NLRB 799, 813-814 (1980). 


ture was distributed at the company premises during the 
campaign; however, there was also testimony by one of 
the Respondent’s witnesses, Manuel Torres, that a securi- 
ty guard brought in by the Company during the cam- 
paign tore down prounion material that had been. posted 
on a bulletin board. In any event, ‘the fact that some 
union adherents chose to risk disciplinary action by vio- 
lating the Respondent’s unlawful rule does not legitimize 
it. As published, the rule tended to inhibit employees 
from engaging in protected Organizational activities in 
violation of Section 8(a)(1). ; 
The action of Supervisor Echevarria in condoning the 
distribution of the antiunion “Enterate” in her depart-\ 
ment and, at the same time, telling her keypunch em- 
ployees on 12 May that the company rule against distri- 
bution of literature applied only to that in favor of the 
Union and not to that in favor of the Company applied 
the rule in a discriminatory manner in violation of Sec- 
tion 8(a)(1).2° Likewise, Echevarria’s telling those same 
employees to read the “Enterate” silently and ordering 
them not to discuss it among themselves during their 
break period was an infringement on their protected 
rights in violation of Section 8(a)(1).22 There is no evi- 
dence that the discussion of the “Enterate” by the key- 
punch employees was acrimonious or disruptive. Rather, 
it appears that what motivated Echevarria’s action was 
that employees were taking a prounion position and 
openly ridiculing statements contained in the flyer. De- 
spite Echevarria’s self-serving pronouncement that she 
wanted to avoid a confrontation, there is no evidence 
that any such confrontation was likely or imminent. 
From all that appears in the record, she was simply sti- 
fling éxpressions of prounion sentiment which she found 
Offensive. : 


c. Speech of Michael Maurer 


Michael Maurer is a vice president of EDS with his 
office in Dallas, Texas, who was the regional director in 
charge of the Company’s Operations in Puerto Rico. On. 
25 April Maurer was at the Company’s premises in 
Puerto Rico and held a series of meetings with employ- 
ees concerning the Union’s representation petition. The 
consolidated complaint alleges that the: Respondent vio- 
lated Section, 8(a)(1) by statements Maurer made at the. 
meetings that the Respondent did not have unions and 
would not. deal with the Union, implying that it would 
be futile for the employees to select the Union: as their 
bargaining representative and by threating that. the em- 
ployees would lose benefits if they chose the Union.. 

At each of the meetings, Maurer read in English from 
a written statement. His remarks were translated into 
Spanish by Carmen Sandine, known to the employees as 
“Puchi,” who. served as his translator throughout the 
period of the union campaign. .The General Counsel’s 
position is based on the testimony of employees ‘Angel. 
Rosario, Gustavo J Oglar, and Charging Party Emilio Ro- 
driguez, each of whom testified that they attended a 


2° Blue Bird Body Co., 251 NLRB 1481,-1485 (1980). : 
1 Eastern Steel Co., 253 NLRB 1230, 1238 (1981); Maietta Contracting, 
251 NLRB 177, 179-180 (1980). | 
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group meeting on 25 April at which Maurer spoke. Each 
of their. versions of what Maurer said was somewhat dif- 


‘ferent, but each stated that Maurer said that the Compa- 


ny did not “work with unions.” According to Rosario, 
Maurer ‘said the Company “did not accept” unions and 
that he did not believe in unions. Maurer also said that if 
the Union won;’the Company would reject any demands 
for benefits that were exaggerated, that-all benefits 
would be negotiable and they could lose them: Joglar 
testified that Maurer said that the Company would not 
accept any. demands made by the Union and the only 
thing that would happen if the Union came in was that 
the Company could close or the employees could lose 
their benefits. Rodriguez testified that Maurer said ‘the 
Company “would not accept the Union” and that while 
Maurer was talking about benefits Rodriguez did not pay 
much attention to what’ was said. * 

_ Although Maurer did not appear as a witness, under 
the circumstance I do not consider this particularly sig- 
nificant and draw no adverse inference inasmuch as all of 
his remarks were translated into Spanish, the language 
most of the employees understood, and Carmen Sandine, 
who did the translating for Maurer, testified fully about 
what was said in Spanish to the employees at the meet- 
ings. Sandine was a credible ‘witness who testified that 
Maurer read from his prepared text without deviation at 
each meeting and that she translated what he said ‘as 
close to literal as possible.” The speech was written be- 
forehand and she reviewed it with Maurer and the Com- 
pany’s attorneys to be sure that she-understood the 
meaning of all the legal terms and phrases contained in 
it. : 


Analysis and Conclusions 


I find that the General Counsel. has failed to establish 
these alleged violations by a preponderance of the evi- 
dence. The evidence does not convince me that Maurer’s 
remarks are not correctly reflected in the written text in 
the.record as Sandine testified. It is possible that the em- 
ployee witnesses misunderstood or took out of context 
certain Maurer’s remarks. On cross-examination, they 
verified that Maurer said much of what is in the written 
text. The one point they all agreed on, that Maurer said 
that the Company did not “work with union,” in con- 
text, cannot reasonably be interpreted to mean the Re- 
spondent was refusing to negotiate with the Union. 
Maurer stated that he could not predict what would 
happen if the Union should win the election because, his- 
torically, “we don’t have unions at EDS.” This was fol- 
lowed immediately by the statement that the Company 
would negotiate in good faith with the Union if it did 
win. Maurer’s speech did not threaten that with the 
Union the employees would lose benefits if they chose 
the Union, but stated that wages and benefits would be 
negotiable: with the possible consequences being that 
they could be increased, decreased, or remain the same. 
Maurer’s speech was a lawful statement of the possible 
results of the bargaining process.?? The fact that em- 


22 International Filling Co., supra. 


ployees may have misunderstood or misinterpreted 
Maurer’s remarks does not turn them into a violation of 
the Act.2° I shall recommend that this allegation be dis- 
missed. 


d. Allegations concerning ‘‘Enterate”’ 


Throughout the union campaign the flyers entitled 
“Enterate” were distributed to employees by other em- 
ployees. The flyers indicate they are a message from 
“Your Fellow Workers.” The consolidated complaint al- 
leges that the Respondent has violated Section 8(a)(1) 
through antiunion statements in the ‘‘Enterates” which 
threatened reprisals and loss of benefits, made promises 
of benefits if the Union were defeated, threatened busi- 
ness closure, and stated that the Company would not 
deal with the Union and that it was futile for the em- 
ployees to choose it as their bargaining representative. 
There can be no real dispute but that the ‘‘Enterates” do, 
in fact, state or imply that the employees would lose ben- 
efits or be unemployed if the union won the election. 
The question that remains is whether the Respondent can 
be held responsible for the statements contained in them. 

Employees Judith Cora and Jose de la Rosa testified 
that they and one other employee were solely responsi- 
ble for the preparation and distribution of approximately 
10 different “‘Enterates.” They prepared the flyers at 
least, in part, at the company premises during working 
hours and distributed them to employees and supervisors 
during working time. Over all, approximately 1000 
copies of the “‘Enterates” were made using the Respond- 
ent’s photocopying machines and materials. The central 
theme of those “Enterates”’ in the record is that selection 
of the Union by the employees would result in the loss 
of the benefits already enjoyed and/or the closing of the 
Company’s operations in Puerto Rico. The statements in 
the ‘“‘Enterates’’ mirror several of those by Supervisors 
Cotto and Echevarria and Company Attorney Rodri- 
guez, and are found to violate the Act. Considering ail 
the circumstances, including the Respondent’s actions in 
allowing employees to use its facilities and materials to 
prepare the “Enterate” and in permitting them to be cir- 
culated during working time in violaiton of its no-distri- 
bution rule?* and the action of Echevarria in telling em- 
ployees that procompany materials could be distributed 
but prounion materials could not, I find that the Re- 
spondent assisted in their preparation and distribution 
and that it ratified the threats of business closure and loss 
of jobs and benefits contained therein and in so doing 
violated Section 8(a)(1) of the Act.25 


e. Offering and granting benefits 


During the week of 9 May, the Respondent held a 
series of meetings in which groups of employees were in- 
formed of the benefits allegedly provided by the Compa- 
ny. The meetings were conducted in Spanish by Carmen 


23 Purolator Products, 270 NLRB 694, 700 (1984). 

2“ Account Manager Mario Marrero, the head of the Respondent's 
Puerto Rico facility at the time, testified that he was aware that the “En- 
terates” were being distributed and of the employees doing so. 

25 F\W.ILL. Lundy Bros. Restaurant, 248 NLRB 415, 431 (1980). 
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Sandine, the individual known as “Puchi,” who served as 
Vice President Michael Maurer’s interpreter in the meet- 
ings he held with employees during the union campaign. 
Also present were the Company’s executive secretary, 
Adeline Alberty, and Beverly Barnet, the corporate ben- 
efits coordinator from Dallas, Texas.2® Several slides 
were shown to the employees and Puchi described what 
each of the benefits involved. Among the benefits the 
employees were told they were entitled to were 3 days 
of paid leave in the event of the death of a close relative, 
maternity leave for female employees consisting of 2 
months at full salary, and payments for disability. During 
the course of the meetings, when various employees 
complained that they had not recived such benefits, they 
were told to contact Adeline Alberty at her office. 

Wilma Torrez had two children while employed by 
the Respondent. For the birth of her first child she was 
paid her full salary while on 2 months’ maternity leave. 
When her second child was born, she was paid half her 
salary for 2 months. When she questioned Tony Cortes, 
who at the time was manager of the keypunch depart- 
ment, Cortes told her the company policy was to pay 2 
months’ full salary for the first child and for and subse- 
quent maternity leave the employees would receive 2 
months at half salary. After the meeting in which Puchi 
described the benefits, Torres made a claim for the salary 
she did not receive during her second maternity leave 
nearly 7 years before and, at the end of May, she re- 
ceived a check for over $700. 

Maria Sanchez de Bellber had a similar experience. 
For the birth of her first child in 1977 she received 2 
months’ maternity leave at full salary. When her second 
child was born in 1979, she received 2 months of leave at 
half salary. At the time of her second pregnancy, she 
was told by Luz Echevarria that the Company would 
only pay her half salary for her maternity leave because 
that was all the law of Puerto Rico required. Bellber was 
paid the salary she had not received in 1979 in a check 
she received during the first 2 weeks of June 1983. The 
check also contained payment for 3 days of funeral leave 
Bellber had not previously been paid when she had lost a 
relative. The Respondent’s rules and regulations, the 
only document in Spanish given to its hourly employees, 
states that its maternity leave policy is 2 months at half 
salary and that special leave to attend a funeral may be 
granted with or without pay at the discretion of the 
Company’s general manager. 

Rafaela Gautier had broken her leg in July 1980, on 
the day she was to begin her vacation. She informed the 
Company of this fact, but the time she was out was de- 
ducted from her vacation and sick leave, During the ben- 
efits meeting, Gautier asked why the disability benefits 
referred to by Sandine did not apply to her. She was 


7° At the hearing, the Respondent objected to all testimony by the 
General Counsel's witnesses concerning these meetings on the grounds 
that what was said by Puchi was hearsay. This position has not been pur- 
sued in the Respondent's posttrial brief and it is clear that the meetings 
were held under the Respondent's auspices and that Puchi Sandine was 
authorized to speak on behalf on the Company. Sandine described herself 


as a supervisor and member of management. Her role at these meetings, , 


at which Corporate Management Official Barnett was in attendance, was 
to present a message, which had been prepared by the Respondent and its 
attorneys, to the empoyees in their native language, Spanish. 


) 


called in by Echevarria on 25 May and informed that the 
15 vacation days she had lost in 1980 would be given to 
her in 1983 and she would be paid for the 3 days she had 
lost in 1981 while undergoing therapy for her leg. At the 
time she had to take the 3 days in 1981, Gautier con- 
fronted Cortes and Echevarria with a copy of a compa- 
ny booklet in English entitled ““You, Your Family, and 
Your Company” and asked why she was not entitled to 
the disability benefits described therein. She was told 
that those benefits “applied in the States but not in 
Puerto Rico.” The rules and regulations in Spanish dis- 
tributed to employees in Puerto Rico, has no provision 
concerning disability pay, but says special leave with or 
without pay may be granted at the discretion of the gen- 
eral manager for ‘accidents at work.” md 

Echevarria came to Wilma Torres on 20 May, the day 
Torres was to begin a vacation, and said that she had 
good news for Torres. Echevarria told Torres, who had 
accrued 18 vacation days, that she would be given 20 
days instead of 18, one of the additional days being a 
merit day and one because of a holiday. Echevarria also 
informed Torres she would receive a salary increase of 
$130 a month. The largest increase Torres had ever re- 
ceived before had been $95, 


Analysis and Conclusions 


Although the Respondent contends that at the benefits 
meetings, employees were simply told what benefits they 
already had, as outlined in the booklet, “You, Your 
Family, and Your Compnay,” there is no evidence that 
this booklet was given to all employees in Puerto Rico 
or that it.was ever translated into Spanish. There was 
evidence that employees had been told that some of the 
benefits described therein did not apply in Puerto Rico. 
The only statement of company policies shown to have 
been given to EDS employees in Puerto Rico was the 
rules and regulations in Spanish, which “hourly” em- 
ployees received at the time they were employed. , 

Sometime Account Manager Mario Marrero testified 
that the Company’s policy and practice with respect to 
maternity leave before the union campaign was as -de- 
scribed at the employee meetings concerning benefits, 
i.e., 2 months at full salary for each pregnancy..I do not 
credit this self-serving testimony because it was not sup- 
ported by any documentary evidence27 and was contra- 
dicted by the Company’s rules and regulations, the state- 
ments made by Supervisors Cortes and Echevarria, and 
the credible, uncontradicted testimony of Torres and 
Bellber concerning the pay they. received during their 
second maternity leaves. I sustained the General Coun- 
sel’s objection to the Respondent’s attempt to offer the 
testimony of employee Carmen Garcia concerning what 
she was paid in connection’ with her second maternity 
leave because the best evidence of what she was paid 


was the Company’s payroll and leave records-and can-— 


celed checks.?® I find the evidence fails to establish that 


. 77 The Respondent paid its employees by check and maintained attend- 

ance records. as 2 
2° There was no evidence presented which would establish that these 
documents did not exist or could not be produced. Had they been offered 
be. * Continued 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


5 ee haces Se 


Wantetag ee ee ee ree 


oem an ace saan ere = en a - e 


ELECTRONIC DATA SYSTEMS 133 


prior to the election campaign the Respondent had a 
policy of paying full salary for 2 months to all employees 
taking maternity leave. ae 

The Respondent’s rules and regulations for hourly em- 
ployees states that funeral leave could be granted with or 
without pay at the discretion of management. There is 
nothing in the.rules and regulations with respect to dis- 
ability pay except for “accidents at work,”. which could 
result in leave with or without pay at management's dis- 
cretion. As a part of its campaign in opposition to the 
Union, the Respondent informed its employees of an in- 
crease in the existing maternity leave benefits. The Re- 


spondent also made cash payments within 3 weeks prior . 


to the election to employees Torres and Bellber for ma- 
ternity leave benefits’ that would have accrued 7 and 4 
years previously, after telling those employees, at the 
time they took their leaves, that they were not entitled to 
such benefits. Similarly, at the same time, the Respond- 
ent exercised its discretion to pay Bellber for leave she 
had previously taken in connection with the death of a 
relative. In the case of Rafaela Gautier, just prior to the 
election, the Respondent paid her for 3 days of leave she 
had previously had to take without pay and restored 15 


.days of vacation leave she had lost as the result of suffer- 


ing a disabling injury, thereby ‘reversing its refusal to 
grant her such benefits in 1980 and 1981, when she had 
Originally requested them. During ‘the election campaign, 
Wilma Torres was gratuitously given two extra vacation 
days and granted a pay increase,29 which. was approxi- 
mately 50 percent greater than any she had received 
before. ' 

The timing of the granting of these benefits, many of 
which had specifically been denied .to the employees 
long before, and the absence of any credible reasons 
therefore, other than the existence of the election cam- 
Paign, convince me that the Respondent was making a 
blatant effort to buy its employees’ votes in violation of 
Section 8(a)(1).3° 


3. Alleged violation of Section 8(a)(3) 


Emilio Rodriguez was the employee who first contact- 
ed the Union about organizing the Respondent’s business. 


He held meetings with employees concerning the Union. 


and solicited employees to sign authorization cards. Su- 
pervisor Lydia Cotto was aware of Rodriguez’ involve- 
ment with the Union, and an anonymous caller informed 


by the Respondent, there would have been a significant question con- 
cerning their admissibility given the Respondent's failure to produce 
them in response to a subpoena duces tecum served upon it on behalf of 
the General Counsel. Even if accepted, the Respondent's offer of proof in 
this regard does not support its Position that the maternity leave benefits 
described to keypunch and other employees existed prior to the election 
campaign because there is no evidence that Garcia was an hourly em- 
ployee subject to the same rules and benefits as the keypunch employees 
and, in any event, the proof offered was that she was paid for 3 months’ 
maternity leave rather than 2 months. 

2° There is no evidence that this pay increase was not one which 
Torres expected to receive in the normal course of events. It is the 
amount of the increase that is suspect. The unusually large increase ap- 
pears to be the fulfillment of Luz Echevarria’s unlawful promise to 
Torres that she should not support the Union because the Company was 
Boing to give good increases. 

7° Lake Development Mgmt Co., 259 NLRB 791, 792 (1981), Western 
Care Nursing Home, 250 NLRB $09, 513 (1980). 


Supervisor Antonio Cortes that Rodriguez was the 
“head of the Union.” Rodriguez had filed a charge with 
the Board on 15 April concerning his encounter with 
Cortes on 11 April. On the evening of 10 May, Rodri- 
guez was called to the office of Mario Marrero, who at 
that time was the Company’s account manager. Supervi- 
sor Reynaldo Cruz and Company Attorney Hector Ro- 
driguez were also present. Marrero informed Emilio Ro- 
driguez that he was being reprimanded for having been 
away from his work area for at least a half hour, for 
having threatened Lydia Cotto, and for having carried a 
firearm on the company premises. Rodriguez testified 
that a fourth warning related to his talking to employees 
about the Union during working hours. Marrero denied 
this and testified that the fourth reason for reprimand in- 
volved Rodriguez’ having caused a disruption while at 
the company premises outside his normal working hours. 
Rodriguez stated that at no time did he Carry a gun 
while on the company premises, did not otherwise re- 
spond to Marrero, who did not ask him any questions. 

On Friday, 13 May, Rodriguez began work at the 
Company’s data center at 11 p.m. About 11:15, Cruz 
came to Rodriguez and said that Marrero wanted to talk 
to him. Rodriguez told Cruz that he had to have a wit- 
ness in order to talk with Marrero. Cruz left and about 
10 minutes later he returned with Marrero to where Ro- 
driguez and employee Marcos Vega were working. Mar- 
rero told Rodriguez that he wanted to talk to him, but 
that he could not have a witness present during their 
conversation. After asking Rodriguez to come with him 
two or three more times, Marrero and Cruz left. At 
11:50, Marrero returned and again asked Rodriguez to 
talk with him, and Rodriguez said he would not do so 
without a witness. Marrero told Rodriguez that this was 
insubordination and that he was suspended. Rodriguez 
turned his work over to Vega, punched out, and went 
home. On the following day, Marrero called Rodriguez 
at his home and told him to meet him at the Company 
on the following Monday. On that day, Rodriguez met 
with Marrero and Cruz. Marrero told Rodriguez that the 


reason he wanted to talk to him on Friday was to intro- . 


duce him to a security guard who was on the premises 
and to give Rodriguez another warning. 

According to Rodriguez, the reason for this warning 
was that Rodriguez was always talking about the Union 
during working hours and Marrero was not going to 
allow him to continue to do so. Rodriguez also testified 
that Marrero told him that his suspension would remain 
in effect, but that he would continue to be paid his salary 
and receive all company benefits on the condition that he 
stay away from the data center and not talk about the 
Union with the employees. The next day, Rodriguez 
called Marrero and asked him to put the conditions of 
his suspension in writing to which Marrero said, “OK.” 
Rodriguez received a memorandum dated 17 May which 
simply stated that Rodriguez’ suspension would remain 
in effect. 

Mario Marrero testified that the warning he discussed 
with Rodriguez on 16 May concerned Rodriguez’ being 
away from his work area for an extended period during 
a critical period a day or two prior to 13 May. He also 
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told Rodriguez that his refusal to talk with him on 13 
May was an act of insubordination and that he was sus- 
pended until further notice. On 25 May a memorandum 
was hand-delivered to Rodriguez from Marrero inform- 
ing him that he had been discharged for disciplinary rea- 
sons. 


Analysis and Conclusions 


The General Counsel contends that Rodriguez’ dis- 
charge violated Section 8(a)(1), (3), and (4) of the Act 
because (1) he had the right under NLRB y, J. Weingar- 
ten,*) to refuse to attend a disciplinary interview after 
his request for a witness was denied and (2) his discharge 
was the result of his having engaged in protected activity 
and having filed a charge with the Board. The first argu- 
ment fails for two reasons. First, the evidence does not 
support the conclusion that Rodriguez was being sum- 
moned to an “investigatory interview” within the mean- 
ing of Weingarten.32 It appears that the 13 May meeting 
Rodriguez refused to attend had two purposes. The first, 
to introduce Rodriguez to a newly arrived security 
guard who would be on the company premises, had no 
disciplinary aspect and the second, to reprimand him for 
having been away from his work area, was solely to 
inform him of a previously made disciplinary decision. It 
appears that Rodriguez anticipated a meeting similar to 
that held on 10 May at which he was reprimanded by 
Marrero. There was no evidence that at the previous 
meeting Marrero engaged in any conduct beyond merely 
informing Rodriguez that he was being reprimanded 
such as seeking facts or evidence in support of his action 
or attempting to have Rodriguez admit to his alleged 
wrongdoing. Second, under current Board law, the rep- 
resentation rights afforded by Weingarten do not apply 
under the circumstances presented here when there is no 
certified or recognized union.?3 : 

The General Counsel also argues that the suspension 
and discharge of Rodriguez were in retaliation for his 
union activity and his filing a charge with and giving tes- 
timony to the Board. It is alleged that the disciplinary in- 
cidents which culminated in the confrontation between 
Rodriguez and Marrero on 13 May were “concocted” in 
order “to get rid of him.” Although Rodriguez testified 
that one of the basis for the reprimands he received on 
10 May was the fact that he had been talking to employ- 
ees about the Union during working hours and that Mar- 
rero told him on 16 May that this was also the reason for 
the reprimand he intended to give Rodriguez on the 
night of 13 May, I did not find his testimony to be con- 
vincing. Marrero credibly denied mentioning Rodriguez’ 
union activity at the 10 May meeting and his denial is 
supported’ by his file memorandum memorializing that 
meeting which states the reasons for the reprimands, and 
the testimony of Reynaldo Cruz, whom I found to be a 
credible and convincing witness. Similarly, Cruz’ testi- 
mony corroborated that of Marrero that the reprimand 
he intended to give Rodriguez on 13 May was for being 
away from his working area. In his testimony about what 


51 420 U.S. 251 (1975). : 
52 See Baton Rouge Water Works Co., 246 NLRB 995 (1979). ° 
°% Sears, Roebuck & Co., 274 NLRB 230 (1985). 


occurred on the-night of 13 May, Rodriguez attempted 
to create the impression that his union activity was men- 
tioned in connection with Marrero’s wanting to meet 
with him. He testified that Cruz told him that Marrero 
wanted to talk to him about “the union problem’ that 
existed at the Company. However, when’ pressed on 
cross-examination, Rodriguez equivocated on the ques- 
tion of whether Cruz mentioned the word “union” and 
in his affidavit given to the Board 5 days after the inci- 
dent there is no mention of Cruz using the word 
“union.” The credible testimony of Cruz and Marcos 
Vega, an employee who was present on 13 May and 
heard Cruz tell Rodriguez that Marrero wanted to see 
him, indicates that Cruz made no reference to “the union 
problem” or “a problem at the company,” but simply 
told Rodriguez that Marrero wanted to speak with him. 

There is evidence that Marrero had some reason to be- 
lieve that there was a factual basis for each of the inci- 
dents for which he gave Rodriguez a reprimand on 10 
May and the incident for which he intended to repri- 
mand him on 13 May. Accordingly, I do. not conclude 
that the confrontation on 13 May which resulted in Ro- 
driguez’ suspension and discharge was “concocted” in 
order to set him up for disciplinary action or that the 
basis for the disciplinary action taken was pretextual.** 
However, I do find that the General Counsel has made 
out a prima facie case under Wright Line?5 that the disci- 
plinary action taken against Rodriguez resulted from his 
union activity. The evidence establishes that Rodriguez 
was the leading union advocate among the employees 
and that the Respondent’s supervisors were aware of his 
role. The Respondent’s antiunion campaign and the nu- 
merous violations of Section 8(a)(1) committed during 
the campaign demonstrated its union animus. Rodriguez 
was a particular target of this animus, having been told 
by Cortes that if he were the head of the Union he 


would be fired and by Cotto that he was going to be. 


thrown out like a bag. I find the evidence is “sufficient 
to support the inference that protected conduct was a 
‘motivating factor’ in the employer’s decision”? ‘to. sus- 
pend and discharge Rodriguez. This places on: the Re- 
spondent the burden of establishing that it would have 
taken the same action in the absence of protected con- 
duct.37 aR kes ing 


°¢ Although the fact that a labor relations attorney was present at the 
disciplinary meeting on 10 May and would have attended the meeting on 
13 May if Rodriguez had agreed to it may have been unusual, I do not 
find it particularly significant. Given the upcoming election and the fact 
Rodriguez was a known union advocate, the Respondent may have 
wanted its legal advisor present to assure the meeting did not result in 
any unlawful conduct on its part. There is no evidence that the attorney 


- did anything but observe ‘the meeting. 


*® 251 NLRB 1083 (1980). 

3¢ Td. at 1089. / : ‘ ; 

°7 In this regard, the Respondent contends that certain exhibits relating 
to its disciplinary practices were erroneously excluded from evidence and 
should be admitted. The documents in question are employee separation 


forms containing information relating to the reasons for the employee's - 
termination. I sustained the General Counsel's objection to introduction ' 


of these documents on the basis of the Respondent's failure to produce 
them. in response to a subpoena duces tecum served on ‘it prior to the 
commencement of the hearing, in accordance with the Board's rulings in 
Bannon Mills, 146 NLRB 611 (1964), and similar cases. Part of: the Re- 

Continued 
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On its face, the Respondent’s action in discharging Ro- 
driguez appears to, have been justified. His adamant Te- 
fusal to attend the 13 May meeting with Marrero’ was 
not protected conduct, was insubordinate, and occurred 
in the presence of a recently hired employee, Marcos 
Vega, a supervisor, Cruz, and a Tepresentative of the 
Company’s home office in Dallas! Marrero advised Ro- 
driguez that he was engaging in insubordination and 
gave him ample Opportunity to change his mind and 
attend the meeting. Rodriguez repeatedly refused Mar- 
rero’s requests,and orders to meet with him. The Board 
recently found a discharge under similar circumstances 
to be lawful in E. £ duPont-& Co.28 A different result 
might be warrnated here if I believed Rodgriguez’ testi- 
mony that one purpose of the meeting on 13 May was to 
reprimand him for talking about the Union during work- 
ing hours and that Marrero had promised that Rodriguez 
would continue to receive his salary and benefits while 
suspended in return for his not going to the Company 
and inciting the employees about the Union. As noted 
above, I do not credit Rodriguez’ testimony that he was 
reprimanded for talking about the Union: There is noth- 
ing to’ corroborate Rodriguez’ story concerning Mar- 
rero’s alleged promise to continue his salary and benefits 
after 16 May, which did not in fact happen, and I do not 
credit this testimony about this. I find that the evidence 
is sufficient to establish that Rodriguez would have been 
suspended and. discharged for his insubordinate conduct 
on 13 May even in the absence of protected conduct on 
his part.*® Accordingly, I shall recommend the dismissal 


spondent’s excuse for not timely producing the documents in response to 
the subpoena is an extension of its argument that it was entitled to a post- 
ponement of the start of the hearing in order to prepare its case and to 
produce the documents. I have already found that the Respondent failed 
to demonstrate that 2 postponement was justified. I also find that the Re- 
spondent has not demonstrated that it made a good-faith effort to comply 
with the subpoena duces tecum or that its failure to produce the docu- 
ments in question was not culpable. The subpoena was served well in ad- 
vance of the hearing date and the Respondent made no motion to revoke 
it. Before resting her case, counsel for the General Counsel made a con- 
certed effort to ascertain from Mario Marrero whether the Respondent 
maintained records of disciplinary action which would fall within par. 5 
of the subpoena. Typical of Marrero’s dissembling and evasive response is 
the following: ns : 

A. Persons have been dismissed because of violations of company 

rules. : ; 
Q. And I'm sure there are documents that reflect that they have 
been fired and by whom and for what violation, are there not? 

A. I wouldn’t be able to answer, it’s possible. 
The documents the Respondent proffered as a part of its case specifically 
show whether an employee had been fired, by whom, and for what viola- 
tion. When asked about these documents, Marrero admitted that he was 
aware of their existence at the time he previously testified, that he had 
seen such docmuents, and that he had made no effort to go through the 
company files and produce them in response to the subpoena. Under the 
circumstances, there was no basis for the General Counsel to seek judi- 
cial !enforcement of the subpoena because the Respondent represented 
that no such documents existed. Its agrument that the documents were 
“newly discovered" between the first week of the hearing and the date it 
resumed is contrary to the evidence. 

.38 274 NLRB 1104 (1985). 
°° By the time Rodriguez was discharged, Marrero had learned that 

Rodriguez had admitted to Cruz that he had been away from his work 
area and that he had threatened Cotto. Within a day or two of having 
been first reprimanded, Rodriguez had again left his work area without 
permission. Under the circumstances, it cannot be said that the Respond- 
ent’s actions concerning Rodriguez were un justified or unduly harsh. 


of the allegations that Emilio Rodriguez was denied a 
representative at a disciplinary interview and that he was 
disciplined for talking to employees about the Union in 
violation of Section 8(a)(1) and that he was suspended 
and discharged in violation of Section 8(a)(1), (3), and 
(4). 


B. Case 24-CA-49]4 


Facts 


On 3 February 1984*° the Respondent discharged 
Lydia Cotto, the longtime supervisor of its keypunch de- 
partment’s “3 to 11” or “night” shift. As a result, the re- 
sponsibility for supervising the night shift on that date 
evolved upon Maria de las Nievas Ferrer, who had 
served as assistant supervisor of that shift for 5 years. 
Ferrer. was told by Luz Echevarria at the beginning of 
the shift that Cotto: would be absent, but was not told 
the reason. The night shift’s second regularly scheduled 
break was from 9:30 to 9:40 p.m. At the start of that 
break, an operations employee, Georgie Torres, came 
into the keypunch area and asked Ferrer if it was true 
that Cotto had been fired. About the same time, Cotto 
was speaking by telephone to employees in the keypunch 
department and informing them that she had been dis- 
charged. Consequently, by the end of the breaktime, all 
the keypunch employees were aware of Cotto’s dis- 
charge. 

Cotto was a popular supervisor. Several of the em- 
ployees were visibly upset by this news and some, in- 
cluding Ferrer, were crying. After the break ended, only 
one of the keypunch employees, Luz Maria Rodriguez, 
known as “Dona Luz,” returned to performing the 
normal duties of a keypunch operator. Several were at 
the desk of Ferrer attempting to console her, some were 
in the restroom, others remained at their work stations 
but were not working, while still others congregated 
about the department. It is undisputed that with the ex- 
ception of Dona Luz, none of the keypunch operators 
performed their normal duties between 9:40 and approxi- 
mately 10:40 p.m. The General Counsel contends that 
Ferrer was responsible for this disruption in work; how- 
ever, I do not find thai the evidence establishes this to be 
the case. Based on the testimony of those witnesses who 
were present, I conclude that the work stoppage was a 
spontaneous occurrence arising out of the emotional 
impact of the news that Cotto had been fired. Although 
I conclude that Ferrer did not cause or lead the work 
stoppage, she also did little or nothing to stop it. It ap- 
pears that once Ferrer regained her composure, 10 or 15 
minutes after the end of the break, and realized that the 
employees were not working, she did not order them 
back to work or even suggest that they do so.4! Some- 
time later, she announced to the group that if they were 
not going to continue working they should hand in their 
work. This was apparently misinterpreted by some of the 


«° Hereinafter, all dates are in 1984, unless otherwise indicated. 

*! According to Ferrer, when she saw the work was not being done, 
she commented to Dona Luz, the one person who was working, that the 
day's production had to be completed, but she did not know if anyone 
else heard her say this. 
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employees to be an order to turn in their work. At that 
point, employees Ramonita Lopez and Ines Perozo of- 
fered to assist Ferrer, who was performing her regular 
duties of balancing diskettes. Ferrer had Lopez check 
some diskettes and when she finished, picked up the 
work of those employees who had not handed it in. 
Lopez then sat at a machine and checked some Medicare 
work. Ferrer had Perozo wash the office coffeepot. 
About 10:20, Ferrer telephoned Luz Echevarria to 
inform her about what was going on. Echevarria told 
her she was going to contact the company attorneys and 
would call back. Echevarria was unable to contact the 
attorneys, but called Ferrer about 10:40 and told her to 
tell the employees they should either go back to work or 
punch out their timecards and leave. Ferrer relayed this 
message to the employees, all of whom agreed to return 
to work. Work was handed out to the employees and all 
worked until the normal quitting time about 10 minutes 
later. 

On the following day, Saturday, Ferrer, who was 
working overtime, reported to work at 7 a.m. She met 
with Echevarria at 8:30 a.m. and described what had 
happened the previous evening. She later met with Ac- 
count Manager Hector Rodriguez, Echevarria, and the 
Company’s attorneys to describe what had happened. On 
Sunday, Rodriguez and the attorneys met with Dona 
Luz and questioned her about what had occurred on 
Friday evening. No other employees were interviewed. 
Hector Rodriguez made the determination that 10 of the 
keypunch employees who had participated in the work 
stoppage would be discharged. When the employees 
arrived at work on Monday, 6 February, they were met 
by a security guard and taken to an office. Each was 
called into a room where Echevarria and Personnel 
Manager Vivian Gonzales were present and informed the 
10 individuals that they were being discharged because 
of what had occurred on Friday. 


Analysis and Conclusions 


The General Counsel contends that the keypunch em- 
ployees who were discharged were fired in violation of 
Section 8(a)(3) and (1) of the Act, because nine of them 
had supported the Union during the election campaign at 
the Company the previous spring. At the hearing, the 
General Counsel took the position that the Respondent, 
through its Supervisor Ferrer, had created the . work 
stoppage on 3 February as part of a scheme to enable it 
to discharge certain employees it wished to be rid of. be- 
cause they were prounion. As I have indicated, I do not 
find that Ferrer intentionally caused the work stoppage, 
which was a spontaneous reaction of the employees to 
the firing of Lydia Cotto, although Ferrer, initially did 
nothing to get the employees to return to work and may 
have prolonged the stoppage by giving an ambiguous 
order that the employees should turn in their work. I 
also do not accept the General Counsel’s argument that 
there is no evidence that any employee “ever directly or 


*? The employees who were fired were Priscilla Brugueras, Norma 
Cruz, Alma Encarnacion, Sadia Feliciano, Gustavor Joglar, Elupina Mes- 
sina, Maria Mojica, Rafael Rodriguez, Jaime Rosado, and Angel Rosario. 
No relief is sought in the complaint with respect to Priscilla Brugueras. 
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indirectly refused to work” between the end of the break 
and the time Ferrer called Echevarria. All the employees 
were aware that they were expected to return to work at 
the end of the break whether they were told to do so a 
a supervisor or not. 

The evidence is not in dispute that with the exception 
of Ferrer and Dona Luz none of the employees returned 
to their normal work production until approximately 
10:40 and that the reason they did not do so was their 
reaction to the news that Cotto had been fired. Howev- 
er, there was no evidence that the employees’ work stop- 
page concerned or was in protest of the impact of the 
firing of Cotto on the terms and conditions of their em- 
ployment. Rather, from all that appears, they were con- 
cerned about the personal loss suffered by Cotto. Conse- 
quently, the work stoppage was not protected activity 
under Section 7 of the Act.*% This being the case, the 
Respondent was free to impose appropriate discipline on 
its employees so long as it did so in a nondiscriminatory 
manner. 

Considering the evidence under the criteria of Wright 
Line, supra, I find that the General Counsel has made a 
prima facie showing sufficient to support the inference 
that the disciplinary actions in question were carried out 
in a discriminatory manner and that protected activity 
was a motivating factor in the Respondent’s decision to 
discharge these particular employees, while at the same 
time taking no disciplinary action whatsoever against 
others who engaged in essentially the same conduct. 
There is ample evidence of the Respondent’s union 
animus in its antiunion position in the election campaign, 
the violation-of-Section 8(a)(1) found in the case consoli- 
dated herewith, and the credited testimony of Lydia. 
Cotto that during the Union’s organizing campaign, Data 
Center Manager Antonio Cortes told her that he would 
find a way to dismiss the employees who were trying to 
bring the Union into the Company.*4 es 

The evidence also establishes that ‘during the union 
campaign, Cotto was directed by Hector’ ‘Rodriguez to 
arrange the work stations of the keypunch operators on 
her shift so that all the prounion employees were on one” 
side and those who were against the Union were on the: 
other.*5 She did so with the knowledge of, the keypunch 


43 Phase, Inc., 263 NLRB 1168, 1169-1 170 (1982); Siege Employees, 262 
NLRB 946, 947-948 (1982). 

** Cortes made similar comments to Emilio Rodriguez about the same 
time. 

45 Because at that time Hecion Rodriguez was acting in the Barscity of 
an attorney providing legal advice to the Respondent i in connection with . 
the Union’s organizing campaign, I sustained the Respondent's objections 
to the General Counsel’s questions seeking the content of certain confi- 
dential communications between Rodriguez and Cotto, as coming within 
the attorney-client privilege, on the basis of the Supreme Court's decision 
in Upjohn Co. v. U.S., 449 U.S. 383 (1981). The. General Counsel has filed 


- @ posttrial motion seeking reconsideration of that ruling and acceptance 


of an offer of proof relating to those conversations on'the grounds that 
the conversations did not involve the giving of proper legal advice.” The 
evidence presented by.the Respondent concerning-the circumstances sur- 
rounding its engaging the services of Rodriguez and his law firm was suf- 
ficient to establish that the attorney-client privilege was applicable to the 
communications in.question and the motion is denied. Although her con- 
versations with Rodriguez may be privileged, Cotto’s actions in arranging : 
the employees’ work stations according to their union preferences is not 

N . Continued 
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department head, Echevarria. On 6 February it was 
Hector Rodriguez, then serving as the Company’s ac- 
count manager, who made the decision to discharge the 
10 employees, all but 1 of whom had been placed on the 
prounion side of the keypunch department by Cotto, and 
to: take no disciplinary action against the others, all of 
whom had been placed on the antiunion side by Cotto. 


Although the Respondent argues that there has been no 


showing: that certain of the discharged employees en- 
gaged in union activity, its actions in arranging their 
work stations according to their superviors’ perception 
of their prounion ‘sentiments, even if incorrect, demon- 
strates that the Respondent considered the employees to 
be supporters of the Union. 5 

Although the discharges occurred almost 9 months 
after the May 1983, election, the consolidated hearing on 
the unfair labor practice allegations and the-Union’s ob- 
Jections to the election had concluded in November 
1983,'and the Respondent was aware there was a possi- 
bility of a new election being held. Consequently, it 
cannot be Said that this action was so removed from the 
Union’s ‘organizing campaign as to be unrelated to that 
activity. es © fe ee : 

Also supporting the inference that the discharges were 
improperly motivated is the superficality of the Respond- 
ent’s investigation of the incident, the severity of the dis- 
cipline in relation to the misconduct, and the dispartiy of 
treatment of the employees involved. From all that ap- 
pears, Hector Rodriguez interviewed only Ferrer and. 
Dona Luz about the incident before making-his“decision. 
The impartiality of Ferrer, the person with responsiblity 
for maintaining decorum and production on the night 
shift, would certainly be open to question. Dona Luz, 
being the one production employee who was not in- 
volved in the work stoppage, could be expected to pro- 
vide little insight into the employees’ actions and their 
motivations. No explanation has been offered why none 
of the employees involved were questioned about the in- 
cident. In similar circumstances, the fact that.an employ- 
er made no meaningful investigation of the alleged mis- 
conduct and failed to give the employees involved an 
Opportunity to explain their actions before discharging 
them has been a significant factor in findigs of discrimi- 
nation by the Board and the courts.*® ; 

By all accounts, the news of Cotto’s discharge was to- 
tally unexpected and evoked an initial outpouring of 
emotion by almost everyone who had worked for her. 
Notwithstanding this, the wrok stoppage lasted no more 
than | hour and may well have been less had Ferrer not 
had the work collected or had Ferrer or Dona Luz made 
any realistic effort to perform their duties as assistant su- 
’ pervisors by directing the employees to return to work. 
It is undisputed that once they were given a direct order 
to do so, all employees returned to work. The Respond- 
ent’s response to the employee’s actions was to gut its 


subject to the privilege. Luz Echevarria’s testimony that she heard Ro- 
driguez direct Cotto to arrange the employees according to their union 
sentiments came into evidence without objection. 

46 See, ¢.g., Syncro Corp., 234 NLRB 550 (1978); Terminal Services 
Houston, 229 NLRB 1117 (1977); 7:-.M.E.-DC, Inc. v. NLRB, $04 F.2d 
294 (Sth Cir. 1974); NLRB v. Ayer Lar Sanitarium, 436 F.2d 45 (9th Cir. 
1970); U.S. Rubber Co. v. NLRB, 384 F.2d 660 (Sth Cir. 1967). 


night shift by firing 10 employees, most of whom were 
described by Echevarria as good workers and at least 2, 
Jaime Rosado and Rafael Rodriguez, were described as 
outstanding, even though their removal interfered with 
the Company’s ability to perform its work. 

Perhaps the most telling factor in the Respondent’s re- 
sponse to the employees’ work stoppage was the dispari- 
ty of its treatment of the employees involved. Even 
though not one of the nonsupervisory employees per- 
formed any production work between the end of the 
break and 10:40, those identified by the Respondent as 
prounion were discharged while all but one of those 
identified as antiunion were returned to work without 
any disciplinary action whatsoever or even any loss of 
pay. Further, no disciplinary action of any kind was 
taken against Ferrer despite the fact that she permitted 
the work stoppage to occur and made no effort to get 
the employees back to. work for over 40 minutes when 
she finally called Echevarria. The alleged reason for the 
disparity of treatment—those not discharged had re- 
mained at their work stations—is not persuasive. One of 
the prounion employees, Jaime Rosado, remained at his 
work station during the work stoppage, but was still dis- 
charged. In any event, no reasonable basis for the differ- 
ence in treatment has been demonstrated. It must be as- 
sumed that the offense for which the employees were 
disciplined was their failure to perform the keypunch 
work for which they were being paid by the Respond- 
ent, not for their failure to sit at particular places while 
failing to perform such work. The fact is all the employ- 
ees were equally guilty of engaging in a work stoppage, 
but those the Respondent considered prounion were dis- 
charged. There can be little doubt but that such disparate 
treatment of the prounion employees would have the 
effect of discouraging union support and activity. 

Once the General Counsel establishes a prima facie 
case of discrimination under Wright Line, the burden is 
on the employer to demonstrate that the same action 
would have been taken in the absence of protected con- 
duct. The Respondent has not borne that burden. Hector 
Rodriguez, who was solely responsible for the decision 
to discharge the employees, did not testify.47 What evi- 
dence there is concerning the Respondent’s disciplinary 
practices suggests that its action with regard to this inci- 
dent was highly unusual. Although there may never 
have been a similar mass work stoppage before, there 
was evidence that the Respondent’s unusual practice 
when an employee was guilty of dereliction of duty was 
initially to give the employee a warning. I conclude that 
the Respondent discharged these employees because it 
considered them to be supporters of the Union and, in so 
doing, violated Section 8(a)(1) and (3) of the Act. 


*7 Mario Marrero, who resumed his duties as account manager when 
Hector Rodriguez left the Company on 30 May 1984, testified that he did 
not know where Rodriguez was at the time of the hearing. I find it in- 
credible that the Respondent would be unable to produce Rodriguez who 
was involved in this matter from the start of the Union's campaign, first 
as the Company’s labor attorney and, thereafter, as its account manager 
during the period in which the unfair labor practices charges against it 
were being investigated and litigated. I have little doubt but that if the 
Respondent wanted Rodriguez to appear as a witness, it could have pro- 
duced him. 
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C. Objections to the Election in Case 24-RC-6802 


The Union filed timely objections to the election con- 
ducted on 14 June 1983. In view of my findings in Cases 
24-CA-4773 and 24~CA-4799 that the Respondent has 
violated Section 8(a)(1) of the Act in the manner de- 
scribed herein, all those unfair labor practices taking 
place between the date of the filing of the petition and 
the date of the election, I conclude that those unfair 
labor practices are sufficient to warrant setting aside the 
election. Likewise, I find the Union’s objections to be 
meritorious to the extent they are consistent with the 
unfair labor practices found herein. 


Vv. THE REMEDY 


Having found that the Respondent has engaged in 
unfair labor practices, I shall recommend that it be or- 
dered to cease and desist therefrom and take certain af- 
firmative action designed to effectuate the policies of the 
Act. 

Having found that the Respondent violated Section 
8(a)(3) and (1) of the Act by discharging Norma Cruz, 
Alma Encarnacion, Sadia Feliciano, Gustavo Joglar, 
Elupina Messina, Maria Mojica, Rafael Rodriguez, Jaime 
Rosado, and Angel Rosario, I shall recommend that the 
Respondent be ordered to offer each of them immediate 
and full reinstatement to their former positions or, if any 
such positions no longer exist, to substantially equivalent 
positions, without prejudice to their seniority and other 
rights and privileges previously enjoyed, and to make 
them whole for any loss of earnings they may have suf- 
fered by reason of the discrimination against them. Back- 
pay shall be computed in the manner prescribed in F. W. 
Woolworth Co., 90 NLRB 289 (1950), with interest to be 


paid on the amounts owing in accordance with Florida’ 


Steel Corp., 231 NLRB 651. (1977).48 

I believe that a broad cease-and-desist order is war- 
ranted in view of the Réspondent’s widespread miscon- 
duct which has continued, as indicated by its discrimina- 
tory mass discharge of employees it considered support- 
ers of the Union after the first hearing on this matter, 
and demonstrates a deliberate disregard of its employees’ 
Section 7 rights.*9 : 

Having found that the Union’s objections to the elec- 
tion should be sustained to the extent they are consistent 
with the violaitons of Section 8(a)(1) found to have oc- 
curred during the critical period and that the Respondent 
has committed unfair labor practices sufficient to warrant 
setting aside the election held on 14 June 1983, I shall 


recommend that the election be set aside and a new elec- 
tion held, 


CONCLUSIONS OF LAW 


1. The Respondent, Electronic Data Systems Interna- 
tional Corporation, is an employer engaged in commerce 
within the meaning of Section 2(2), (6), and (7) of the 
Act. 


*® See generally Jsis Plumbing Co., 138 NLRB 716 (1962). 


4° See Clark Manor Nursing Home, 254 NLRB 455 (1981); Hickmott 
Foods, 242 NLRB 1357 (1979). 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


2. The Union is a labor organization within the mean- 
ing of Section 2(5) of the Act. , 

3. The Respondent violated Section 8(a)(1) of the Act 
by: 

(a) Coercively interrogating employees concerning 
their union activities and those of other employees. 

(b) Threatening employees with reprisals, including 
discharge, for engaging in union activities. 

(c) Promising benefits to employees if they refrained 
from supporting the Union. 

(d) Creating the impression that employees’ union ac- 
tivities were under surveillance and soliciting employees 
to engage in surveillance of union activities of others. 

(e) Threatening employees with business closure and 
loss of employment in the event they selected the Union 
as their collective-bargaining representative. 

(f) Soliciting an employee to dissuade other employees 
from supporting the Union. 

(g) Maintaining a rule prohibiting employees from dis- 
cussing salaries or other forms of compensation among 
themselves, maintaining an overly broad no-distribution 
tule and enforcing that rule in a discriminatory manner 
by telling employees it applied to the distribution of liter- 
‘ature in favor of the Union, but not to that in favor of 
the Company. 

(h) Telling employees not to discuss the union election 
campaign during a break period. 

(i) Permitting and assisting in the distribution of coer- 
cive antiunion literature during working time. 

G) Offering and granting increased benefits to employ- 
ees and applying such benefits retroactively in order to 
dissuade them from supporting the Union. 

'4. The Respondent violated Section 8(a)(3) and (1) of 
the Act by discharging employees Norma Cruz, Alma 
Encarnacion, Sadia Feliciano, Gustavo Joglar, Elupina - 
Messina, Maria Mojica, Rafael Rodriguez, Jaime Rosado, 
and Angel Rosario, because they engaged in union activ- 
ity and/or supported the Union or because the Respond- . 
ent believed they engaged in such activity or support, 

5. The aforesaid unfair labor practices are unfair labor 
practices affecting commerce within the. meaning of Sec- 
tion 2(6) and (7) of the Act. ; on a 
- 6. The Respondent did’ not engage in any unfair labor 
practices alleged in the consolidated complaints not.spe-: 
cifically found herein. Ree 

7. The Union’s objections have been’ sustained to the 
extent consistent with the violations of Section 8(a)(1) 
found herein and the Respondent has interfered with and 
illegally affected the results of the Board election held 
on 14 June 1983. : A wt 

On these findings of fact and conclusions of law and 
on the entire record, I issue the following recommend- 
ed=e : 


i 


~_ 


5° If no exceptions are filed as provided by Sec. 102.46 of the Board's 
Riles and Regulations, .the findings, conclusions, and recommended 


' Order shall, as Provided in Sec. 102.48 of the Rules, be adopted by the 


Board and all objections to them shall be deemed waived for all pur- 
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ORDER 


The Respondent, Electronic Data Services Internation- 
al Corporation, Hato Rey, Puerto Rico, its officers, 
agents, successors, and assigns, shal] 

' 1. Cease and desist from 

(a) Coercively interrogating employees concerning 
their union activities‘ and those of other employees. 

(b) Threatening employees with discharge or other re- 
prisals for engaging in union activities. 

(c) Promising benefits to employees if they refrain 
from supporting Union de Tronquistas de Puerto Rico, 
Local 901, -International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers of America or 
any other labor organization. 

(d) Creating the impression that employees’ union ac- 
tivities are under surveillance and soliciting employees to 
engage in surveillance of the union activities of others. 

(e) Threatening employees with business closure and 
loss of employment if they select the Union or any other 
«labor | ep ene: ‘as their collective;Vargaining repre- 
sentative. : 

(f) Soliciting employees: to dissuade pier employees 
from supporting the Union or any other labor organiza- 
tion. 

(g) Maintaining any rule that Brohibits employees from 
discussing salaries or other forms of compensation among 
themselves. 

(h) Maintaining any rule which prohibits employees 
from distributing literature for purposes_protected by 
Section 7 of the Act on the Respondent’s premises 
during nonworking time and/or enforcing any rule con- 
cerning distribution of literature in a discriminatory 
manner. 

(i) Telling employees not to discuss the Union or any 
other labor organization. 

(j) Permitting and/or assisting in the preparation of co- 
ercive antiunion literature using company facilities and 
discriminatorily permitting such literature to be distribut- 
ed during working time. 

(k) Announcing and instituting increased benefits to 
employées and’ retroactively applying such benefits 
during the course of a union organizing campaign. 

(I) Discharging employees because they engage in 
union activities or because they support the Union or 
any other labor organization. 

(m) In any other manner interfering with, restraining, 
or coercing employees in the exercise of the rights guar- 
anteed them by Section 7 of the Act. 

2. Take the following affirmative action necessary to 
effectuate the purposes of the Act. 

(a) Rescind and abrogate its rule which prohibits em- 
ployees from discussing their salaries and other forms of 
compensation among themselves. 

(b) Rescind or modify its rule concerning the distribu- 
tion of literature so that it does not prohibit the distribu- 
tion of literature for the purposes protected by Section 7 
of the Act by employees in nonworking areas of the Re- 
spondent’s premises during nonworking time. 

(c) Offer Norma Cruz, Alma Encarnacion, Sadia Feli- 
ciano, Gustavo Joglar, Elupina Messina, Maria Mojica, 
Rafael Rodriguez, Jaime Rosado, and Angel Rosario, im- 
mediate and full reinstatement to their former jobs or, if 

{ 


those jobs no longer exist, to substantially equivalent po- 
sitions, without prejudice to their seniority or any other 
rights or privileges previously enjoyed, and make them 
whole for any loss of earnings and other benefits suffered 
as a result of the discrimination against them, in the 
manner set forth in the remedy section of the decision. 

(d) Preserve and, on request, make available to the 
Board or its agents for examination and copying, all pay- 
roll records, social security payment records, timecards, 
personnel records and reports, and all other records nec- 
essary to analyze the amount of backpay due under the 
terms of this Order. 

(e) Remove from its records and files any references to 
the discharges of Norma Cruz, Alma Encarnacion, Sadia 
Feliciano, Gustavo Joglar, Elupina Messina, Maria 
Mojica, Rafael Rodriguez, Jaime Rosado, and Angel Ro- 
sario on 6 February 1984, and notify them in writing that 
this is being done and that the evidence of their unlawful 
discharges will not be used as a basis for future personnel 
actions against them.*! 

(f) Post at its facility in Hato Rey, Puerto Rico, in 
English and Spanish, copies of the attached notice 
marked “Appendix.”’>? Copies of the notice, on forms 
provided by the Regional Director for Region 24, after 
being signed by the Respondent’s authorized representa- 
tive, shall be posted by the Respondent immediately 
upon receipt and maintained for 60 consecutive days in 
conspicuous places including all places where notices to 
employees are customarily posted. Reasonable steps shall 
be taken by the Respondent to ensure that the notices 
are not altered, defaced, or covered by any other materi- 
al. 

(g) Notify the Regional Director for Region 24, in 
writing within 20 days from the date of this Order what 
steps the Respondent has taken to comply. 

IT IS FURTHER ORDERED that the election in Case 24- 
RC-6802 be set aside and that said case be severed and 
remanded to the Regional Director for Region 24 for the 
purpose of conducting a new election. The Regional Di- 
rector shall include in the Notice of Election the follow- 
ing paragraph:5$ 


NOTICE TO ALL VOTERS 


‘The election of 14 June 1983 was set aside be- 
cause the National Labor Relations Board found 
that certain conduct of the Employer interfered 
with the employees’ exercise of a free and reasoned 
choice. Therefore, a new election will be held in ac- 
cordance with the terms of this Notice of Election. 
All eligible voters should understand that the Na- 
tional Labor Relations Act gives them the right to 
cast their ballots as they see fit, and protects them 
in the exercise of this right, free from interference 
by any of the parties. 


53 See Sterling Sugars, 261 NLRB 472 (1982). 


52 If this Order is enforced by a judgment of a United States court of 
appeals, the words in the notice reading “Posted by Order of the Nation- 
al Labor Relations Board” shall read ‘“‘Posted Pursuant to a Judgment of 
the United States Court of Appeals Enforcing an Order of the National 
Labor Relations Board.” 

53 See Lufkin Rule Co., 147 NLRB 341 (1964). 
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140 DECISIONS OF NATIONAL LABOR RELATIONS BOARD 


IT IS FURTHER ORDERED that the consolidated com- 
plaint be dismissed insofar as it alleges violaitons not spe- 
cifically found herein. 


APPENDIX 


Notice To EMPLOYEES 
POSTED BY ORDER OF THE 
NATIONAL LABOR RELATIONS BOARD 
An Agency of the United States Government 


The National Labor Relations Board has found that we 
violated the National Labor Relations Act and has or- 
dered us to post and abide by this notice. 


WE WILL NOT interrogate you concerning your union 
activities or those of other employees. 

WE WILL NOT threaten you with discharge or other 
reprisals for engaging in union activities. 

WE WILL NOT promise benefits to you if you refrain 
from supporting the Union de Tronquistas de Puerto 
Rico, Local 901, International Brotherhood of Team- 
sters, Chauffeurs, Warehousemen and Helpers of Amer- 
ica or any other labor organization. 

WE WILL NOT create the impression that your union 
activities are under surveillance or solicit you to engage 
in surveillance of the union activities of others. 

WE WILL NOT threaten you with business closure and 
loss of employment if you select the Union or any other 
labor organization as your collective-bargaining repre- 
sentative. 

WE WILL NOT solicit you to dissuade other employees 
from supporting the Union or any other labor organiza- 
tion. 

WE WILL NOT maintain any rule which prohibits you 
from discussing your salaries or other forms of compen- 
sation among yourselves. ; 

WE WILL NOT maintain any rule which prohibits you 
from distributing literature for purposes protected by 
Section 7 of the Act on company premises during non- 
working hours and WE WILL NOT enforce any rule con- 
cerning distribution of literature in a discriminatory 
manner. 

WE WILL NOT tell you not to discuss the Union or any 
other labor organization. 


} 


WE WILL NOT permit and/or assist in the preparation 
of coercive antiunion literature, using company facilities, 
or discriminatorily permit such literature to be distribut- 
ed during working hours. 

WE WILL NOT announce and institute increased bene- 
fits or retroactively apply such benefits during the course 
of a union organizing campaign. : 

WE WILL NOT discharge you because you engage in 
union activities or because you support the Union or any 
other labor organization. 

WE WILL NOT in any other manner interfere with, re- 
strain, or coerce you in the exercise of the rights guaran- 
teed you by Section 7 of the Act. 

WE WILL rescind the rule which prohibited you from 
discussing you salaries and other forms of compensation 
among yourselves. 

WE WILL rescind or modify the rule concerning distri- 
bution of literature so that it does not prohibit the distri- 
bution of literature for the purposes protected by Section 
7 of the Act by employees in nonworking areas. of the 
company premises during nonworking time. 

WE WILL offer Norma Cruz, Alma Encarnacion, Sadia 
Feliciano, Gustavo Joglar, Elupina Messina, Maria 
Mojica, Rafael Rodriguez, Jaime Rosado, and Angel Ro- 
sario, immediate reinstatement to their former positions 
of employment or, if such positions no longer exist, to 
substantially equivalent positions of employment, without 
prejudice to their seniority and other rights or privileges 
previously enjoyed and WE WILL make them whole for 
any loss of wages they may have suffered because of our 
having unlawfully discharged them, with interest. 

WE WILL remove from our records and files and refer- 
ences to the discharges of Norma Cruz, Alma Encarna- 
cion, Sadia Felinciano, Gustavo Joglar, Elupina Messina, 
Maria Mojica, Rafael Rodriguez, Jaime Rosado, and 
Angel Rosario on 6 February 1984, and notify them in 
writing that this has been done and that evidence of their 
unlawful discharges will not be used as a basis for future 
personnel actions against them. “a 
ELECTRONIC DATA SysTEMS INTERNA- 
TIONAL CORPORATION fed 
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Electronic Data Systems Sued For 
Not Hiring Applicant Based On 
Information Found In Credit Report 


Decision issued by Federal Trade Commission showing 
that EDS allegedly violated Fair Credit Reporting Act by 
not informing job applicants that they were not hired 
because of information EDS found in their Credit Reports. 
Source: Public Reference Branch, Room 130, Washington, 
DC 20580; 202-326-2222. 
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UNITED STATES OF AMERICA 
BEFORE FEDERAL TRADE COMMISSION 


In the Matter of » DOCKET NO. C-3342 


ELECTRONIC DATA SYSTEMS CORPORATION, \ 


a corporation. 


we ee ee ee ee 


COMPLAINT 


Pursuant to the provisions of the Fair Credit Reporting Act, 
15 U.S.C. § 1681 et seq., and the Federal Trade Commission Act, 
15 U.S.C. § 41 et seq., and by virtue of the authority vested in 
it by said Acts, the Federal Trade Commission having reason to 
believe that Electronic Data Systems Corporation, a corporation, 
hereinafter referred to as respondent, has violated the 
provisions of said Acts, and it appearing to the Commission that 
a proceeding by it in respect thereof would be in the public 
interest, hereby issues its complaint, Stating its charges in 
that respect as follows: 


DEFINITIONS ¥ 


For the purposes of this Complaint, the following 
definitions are applicable. The terms “consumer,” “consumer 
report,” and “consumer reporting agency” shall be defined as 
provided in Sections 603(c), 603(d), and 603(f), respectively, of 
the Fair Credit Reporting Act, 15 U.S.C. §§ 1681, 268la(c), 
168la(d) and 168la(f). 


PARAGRAPH ONE: Respondent Electronic Data Systems 
Corporation is a corporation organized, existing and doing 
business under and by virtue of the laws of the State of Texas, 
with its office and principal place of business located at 7171 
Forest Lane, Dallas, Texas 75230. 


PARAGRAPH TWO: Respondent, in the ordinary course and 
conduct of its business, uses information in consumer reports 
obtained from consumer reporting agencies in the consideration, 
acceptance, and denial of applicants for employment with 
respondent. ~ 


PARAGRAPH THREE: The acts and practices of respondent 
alleged in this complaint have been in or affecting commerce, as 
“commerce” is defined in the Federal Trade Commission Act. 


PARAGRAPH FOUR: Respondent, in the ordinary course and 
conduct of its business, has denied applications or rescinded 
offers for employment with respondent based in whole or in part 
on information supplied by a consumer reporting agency, but has 


failed to advise consumers that the information so supplied 
contributed to the adverse action taken on their applications or 
offers for employment, and has failed to advise consumers of the 
name and address of the consumer reporting agency that supplied 
the information. 


PARAGRAPH FIVE: By and through the use of the practices 
described in Paragraph Four,. respondent has violated the 
provisions of Section 615(a) of the Fair Credit Reporting Act, 15 
U.S.C. § 1681m(a). 


PARAGRAPH SIX: By its aforesaid failure to comply with 
Section 615(a) of the Fair Credit Reporting Act and pursuant to 
Section 621(a) thereof, respondent has engaged in unfair or 
deceptive acts or practices in or affecting commerce in violation 
of Section 5(a)(1) of the Federal Trade Commission Act. 


WHEREFORE, THE PREMISES CONSIDERED, the Federal Trade 
Commission on this twenty-first day of August, 1991, issues this 
complaint against respondent. 

By the Commission, Commissioner Yao not participating. 


Ona 2. Lek. 


Donald S. Clark 
Secretary 


SEAL 
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UNITED STATES OF AMERICA 
BEFORE FEDERAL TRADE COMMISSION 


COMMISSIONERS: Janet D. Steiger, Chairman 
Mary L. Azcuenaga 
Deborah K. Owen 
Roscoe B. Starek, III 
Dennis. A. Yao 


In the Matter of DOCKET NO. C-3342 


ELECTRONIC DATA SYSTEMS CORPORATION 
a corporation. 


eS 


DECISION AND 
ORDER 


ee ee Ne ee ee ee” 


The Federal Trade Commission having initiated an 
investigation of certain acts and practices of the respondent 
named in the caption hereof, and the respondent having been 
furnished thereafter with a copy of a draft of complaint which 
the Bureau of Consumer Protection proposed to present to the 
Commission for its consideration, and which, if issued by the 
Commission, would charge respondent with violation of Section 
615(a) of the Fair Credit Reporting Act and Section 5(a) of the 
Federal Trade Commission Act; and 


The respondent, its attorney, and counsel for the Commission 
having thereafter executed an agreement containing a consent 
order, an admission by the respondent’ of all the jurisdictional 
facts set forth in the aforesaid draft of the complaint, a 
statement that the signing of said agreement is for settlement 
purposes only and does not constitute an admission by respondent 
that the law has been violated as alleged in such complaint, and 
waivers and other provisions as required by the Commission's 
Rules; and 


The Commission having thereafter considered the matter and 
having determined that it had reason to believe that the 
respondent has violated the said Acts, and that complaint should 
issue stating its charges in that respect, and having.thereupon 
accepted the executed consent agreement and placed Such agreement 
on the public record for a period of Sixty (60) days, now in 
further conformity with the procedure prescribed in Section 2.34 


“of its Rules, the Commission hereby issues its complaint, makes 


the following jurisdictional findings, and enters the following 
order: eek 

a he Respondent, Electronic Data Systems Corporation, is a 
corporation organized, existing, and doing business: under and by 
virtue of the laws of the State of Texas, with its office and 


principal place of business located at 7171 Forest Lane, Dallas, 
Texas 75230. 


ae The Federal Trade Commission has jurisdiction of the 
subject matter of this proceeding and of the respondent, and the 
proceeding is in the public interest. 


ORDER 


For the purpose of this. Order, the terms “consumer,” 
“consumer report,” and “consumer reporting agency” shall be 
defined as provided in Sections 603(c), 603(d), and 603(£), 
respectively, of the Fair Credit Reporting Act, 15 U.S.C. 
$§ 168la(c), 168la(d), and 1681la(f). 


Lt 


_ IT IS ORDERED that respondent, Electronic Data Systems 
Corporation, a corporation, its successors and assigns, and its 
officers, agents, representatives, and employees, directly or 
through any corporation, subsidiary, division, or other device, 
in connection with any application for employment, do forthwith 
cease and desist from: | 


1. Failing, whenever employment is denied either wholly or 
partly because of information contained in a consumer report from 
a consumer reporting agency, to disclose to the applicant for 
employment at the time such adverse action is communicated to the 
applicant (a) that the adverse action was based wholly or partly 
on information contained in such a report and (b) the name and 
address of the consumer reporting agency making the report. 
Respondent shall not be held liable for a violation of Section 
615 of the Fair Credit Reporting Act if it shows by a 
preponderance of the evidence that at the time of the alleged 
violation it maintained reasonable procedures to assure 
compliance with Section 615(a) of the Fair Credit Reporting Act. 


Lie Failing, within ninety (90) days after the date of 
service of this Order, to mail two (2) copies of the letter 
attached hereto as Appendix A, completed to provide the name and 
address of the consumer reporting agency supplying the report and 
to state the reasons for the denial of employment with respondent 
based wholly or partly on information contained in the report, to 
each applicant who was denied employment by Electronic Data 
Systems Corporation between January 1, 1989, and the date this 
Order is issued, based in whole or in part on information 
contained in a consumer report from a consumer reporting agency, 
such copies of the letter to be sent first class mail to the last 
known address of the applicant that is reflected in respondent’s 
files, and accompanied by a copy of the Federal Trade Commission 
brochure attached hereto as Appendix B, copies of which are to be 
provided by respondent.. Copies of the letters attached as 
Appendix A need not be sent to any applicant who is denied 
employment with respondent during the time period specified above 


2 


241 


242 


if the applicant’s application file clearly shows that respondent 
Electronic Data Systems Corporation has previously given the 
applicant notification that complies in all respects with the 
provisions of Paragraph I.1 of this Order. 


ols. 


IT IS FURTHER ORDERED that respondent, its successors, and 
assigns shall maintain for at least five (5) years and upon 
request make available to the Federal Trade Commission for 
inspection and copying, documents demonstrating compliance with 
the requirements of Part I of this Order, such documents to 
include, but not be limited to, all employment evaluation 
criteria relating to consumer reports, instructions given to 
employees regarding compliance with the provisions of this Order, 
all notices provided to consumers pursuant to any provisions of 
this Order, and the complete application files for all applicants 
for whom consumer reports were obtained for whom offers of 
employment are not made or have been withheld, withdrawn, or 
rescinded based, in whole or in part, on information contained in 
a consumer report. 


Tit. 


IT IS FURTHER ORDERED that respondent shall deliver a copy 
of this Order at least once per year for a period of four (4) 
years from the date of this Order, to all persons responsible for 
the respondent’s compliance with Section 615(a) of the Fair 
Credit Reporting Act. 


IV. 


IT IS FURTHER ORDERED that respondent shall, for a period of 
four (4) years from the date of this Order, notify the Federal 
Trade Commission at least thirty (30) days prior to any proposed 
change in the corporate structure of respondent such as 
dissolution, assignment, or sale resulting in the emergence of a 
successor operation, the creation or dissolution of subsidiaries 
or divisions, or any other Change in the corporation which may 
affect compliance obligations arising out of the Order. 


Vv. 


IT IS FURTHER ORDERED that respondent shall, within one 
hundred twenty (120) days of service of this Order, file with the 


APPENDIX A 
Dear Employment Applicant: 


Our records show that sometime within the last two years, 
Electronic Data Systems Corporation denied your application for 
employment. The federal Fair Credit Reporting Act gives persons 
who are denied employment the right to know if the denial was 
based, in whole or in part, on information supplied by a consumer 
reporting agency or credit bureau and, if so, the name and 


address of the credit bureau. 


Our records show that when we denied your application, we 
| may not have told you that our decision was based, at least in 
part, on information contained in your credit report and may not 
have given you the reasons for our decision. The credit bureau 


that furnished the report is: 
{name of Consumer Reporting Agency] 


(Street Address} 
You should contact the credit bureau to learn what 


information is in your file. You may obtain this information 


without charge if you contact the credit bureau within 30 days. 
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An extra copy of this notice is enclosed so that you may give it 


to the credit bureau. when you request to review your file. 


The information in your credit report led us, at least in 


part, to deny your application for the following reason(s): 


\ 
- no credit file 
"= “unable to verify references 
- delinquent past or present obligations with others 
~ excessive obligations in relation to income 
- garnishment, attachment, foreclosure, repossession, 


collection action, or judgment 
- bankruptcy j 


- °° other: 


A brochure explaining your rights under the federal credit 
laws are enclosed. If you want more ‘information about your 
rights, write to the Federal Trade Commission, Division of Credit 


Practices, Washington, D.C. 20580. 


Thank you. 
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APPENDIX B 


Fair Credit Reporting 


If you've ever applied for a charge account, a personal loan, insurance, or a job, someone is probably 
keeping a file on you. This file might contain information on how you pay your bills, or whether 
you've been sued, arrested, or have filed for bankruptcy. es 

The companies that gather and sell this information are called “Consumer Reporting Agencies,” 
or “CRA’s.” The most common type of CRA is the credit bureau. The information sold by CRA's to 
creditors, employers, insurers, and other businesses is called a “consumer report.” This generaily 
contains information about where you work and live and about your bill-paying habits: “hoy 

In 1970, Congress passed the Fair Credit Reporting Act to give consumers specific rights in” 
dealing with CRA's. The Act protects you by requiring credit bureaus to furnish correct and complete 
information to businesses to use in evaluating your applications for credit, insurance, or a job. *: 

” The Federal Trade Commission enforces the Fair Credit Reporting Act. Here are answers to some 

questions about consumer reports and CRAS: wD eens 


How do I locate the CRA that has my file? 

If your application was denied because of information supplied by a CRA, that agency's name and 
address must be supplied to you by the company you applied to. Otherwise, you can find the. CRA that 
has your file by calling those listed in the Yellow Pages under “credit” or “credit rating and reporting.” 
Since more than one CRA may have a file about you, call each one listed until you locate all agencies 
maintaining your file. 


Do i have the right to know what the report says? : ae 

Yes, if you request it. The CRA is required to tell you about every piece of information in the report 
and, in most cases, the sources of that information. Medical information is exempt from this rule, but 
you can have your physician try to obtain it for you. The CRA is mot required to give you a Copy of the 
report, although more and more are doing so. You also have the right to be told the name of anyone 
who received a report on you in the past six months. (If your inquiry concerns a job application, you 
can get the names of those who received a report during the past two years. ) 


Is this information free? 

Yes, if your application was denied because of information furnished by the CRA, and if you request it 
within 30 days of receiving the denial notice. If you don't meet these requirements, the CRA may 
charge a reasonable fee. 


What can I do if the information is inaccurate or incomplete? 

Notify the CRA. They're required to reinvestigate the items in question. If the new investigation reveals 
an error, a corrected version will be sent, on your request, to anyone who received your report in the 
past six months. Job applicants can have corrected reports sent to anyone who received a Copy 
during the past two years. ) 


What can I do if the CRA won't modify the report? 

The new investigation may not resolve your dispute with the CRA. If this happens, have the CRA 
include your version or a summary of your version of the disputed informanon in your file and in 
future reports. At your request, the CRA will also show your version ‘o anyone who recently received a 
copy of the old report. There is no charge for this service if it’s requested within 30 days after you 
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reeenve none of vour appheaton denial After that, there may be a reasonable charge. 


Do I have to go in person to get the information? 

Nov vou may also request information over the phone. But before the CRA will provide any 
information, vou must establish vour identity by completing forms they will send you. If you do wish 
to Visit in person, vou ll need to make an appoinunent. 


Are reports prepared on insurance and job applicants different? . an 
If a report is prepared on you in response to an insurance or job application, it may be an diresniganre 
consumer report. These are much more detailed than regular consumer reports. They often involve 
interviews with acquaintances about your lifestyle. character, and reputation. Unlike regular consumer 
reports, vou'll be notified in writing when a company orders an investigative report about you. This 
notice will also explain vour right to ask for additional information about the report from the 
company you applied to. If your application is rejected, however, you may prefer to obtain a complete 
disclosure by contacting the CRA. as oudined in this brochure. Note that the CRA does not have to 
reveal the sources of the investigative information. 


How long can CRA’s report unfavorable information? 
Generally seven vears. Adverse information can't be reported after that, with certain exceptions: 


© bankruptcy information can be reported for 10 years; 

O information reported because of an application for a job with a salary of more than $20,000 has 

> no time limitauon: 

C information reported because of an application for more than $50,000 worth of credit or life 
insurance has no time limitation; 

© information concerning a lawsuit or judgment against you can be reported for seven years or 
until the statute of limitations runs out, whichever is longer. 


Can anyone get a copy of the report? 
No, it's only given to those with a legitimate business need. 


Are there other laws I should know about? 
Yes. if you applied for and were denied credit, the Equal Credit Opportunity Act requires creditors to 
tell vou the specific reasons for your denial. For example, the creditor must tell you whether the 
denial was because vou have “no credit file” with a CRA or because the CRA says you have “delinquent 
obligations.” This law also requires creditors to consider, upon request, additional information you 
might supply about your credit history. 

You may wish to obtain the reason for denial from the creditor before you go to the credit 
bureau. 


Do women have special problems with credit applications? 

Married and formerly married women may encounter some common credit-related problems. For 
more information, write the FTC for a free brochure on “Women and Credit Histories” at the address 
listed below. 


Where should I report violations of the law? 

Although the FTC cant act as vour lawver in private disputes, information about your experiences and 
concerns is vital to the enforcement of the Fair Credit Reporting Act. Please send questions or 
complaints to the FTC, Washington, DC 20580. 


Federal Trade Commission FIRST CLASS MAIL 
Washington, D.C. 20580 POSTAGE & FEES PAID 


Official Business, Penalty Federal Trade Commission 
For Private Use: $300 wt 
Permit No. G-62 


Perot’s Goal Is To Make 
$100 Million Profit 
With No Debt 


Original objectives for Perot Systems as stated in court 
documents in EDS vs. Perot lawsuit. Also states company 
will do "nothing that could have even the appearance of 
impropriety.” See section on Postal Service Contract. 
Source: Office of Civil Records, Court of Fairfax County, 
4110 Chain Bridge Rd, Fairfax, VA 22030; 703-591-8507. 
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GOALS AND OBJECTIVES FOR PEROT SYSTEMS 


Perot Systems will become the premier computer services and communications firm in the 
world. 


Together we will build a team that will-- 


Become the most respected computer services company in the world. 

Belong to the people who build it. 

Remain independent. Perot Systems will not be sold or merged. 

Earn after-tax profits in excess of $100 million within ten years. 

Have the strongest balance sheet in the computer services industry. 

Have no debt. 

Attract and keep a team made up of the most cutstanding people in the industry. 
Create and maintain an atmosphere of mutual trust and respect. 

Listen to the people who do the work. 


Great emphasis will be placed upon the personal and professional development of the 
members of our team. 


We will-- = 


Have only one class of team member--each Twi iH I. 


Recognize and reward excellence while the individual is still sweating from his efforts. 


Build and maintain a spirit of "one for all and all for one." 
Encourage every team member to take risks, make decisions, exercise initiative, and 
never be afraid to make mistakes. 


Hold team members accountable for results, with team members being given great 
flexibility in deciding how to achieve results, with the clear understanding that ethical 


standards must nevex be compromised, 


Eliminate any opportunity for people to succeed by merely “looking good." 
Promote solely on merit. 


The leaders of the Perot Systems team must-- 


Live in the field. 

First feed the troops then feed the officers. 

Always lead by example. 

Never ask anyone to do something you wouldn’t do. 


To insure the success of our company, each team member will- 


Deliver services of such high quality that we will create even better opportunities for 
new people joining our team. 
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¢ Be available twenty-four hours a day, seven days a week, to go anywhere and do 
whatever is necessary to serve our customers. 

e Conduct your professional and personal life in a manner which will bring credit to 
the company at all times. 

e Eliminate bureaucracy wherever you find it. 


Perot Systems will be known for its intense, competitive spirit. 


We will always compete to-- 
e Maintain the best competitive win/loss record in the computer services industry. 
e Win the biggest, most challenging jobs in the computer services industry. 
e Win every evaluation point--never doing "just enough to win." 
e Win fairly, equitably, and in a manner which will establish our reputation as the most 
effective, creative, and relentless company in the computer services industry. 


- 


In achieving the best competitive "win record" in the computer services industry, our 
ethical standards with customers and suppliers must remain impeccable. 


We will-- 
e Accept nothing from suppliers. 
e Do nothing that could have even the appearance of impropriety. 
e Operate in the center of the field of ethical behavior--never on the sidelines. 


- 


We will not tolerate anyone who-- 
e Acts in a manner which will bring discredit to the company. 
e Discriminates against another with regard to race, religion, sex or any other reason. 
e Looks down on others. 
e Becomes a corporate politician. 
e Tries to move ahead at the expense of others. 


e Uses illegal drugs. 


BY THE END OF OUR BUSINESS CAREERS, PEROT SYSTEMS WILL BE THE 
LARGEST, MOST RESPECTED, AND MOST PROFITABLE COMPANY IN THE 


COMPUTER SERVICES INDUSTRY. 


AND FINALLY, WE WILL ALL HAVE FUN PARTICIPATING IN A GREAT 
ADVENTURE--BUILDING OUR COMPANY. 
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Perot Turns Down $700 Million 
To Help Save 30,000 Jobs 


Transcript of Perot Press Conference detailing Perot’s 
wish that GM rescind offer of $700 million for EDS stock 
at the same time GM was laying off 30,000 workers. 
Source: EDS vs. Perot, Office of Civil Records, Court of 
Fairfax County, 4110 Chain Bridge Road, Fairfax, VA 
22030; 703-591-8507. 


CoesmarwEAL th OF Wiacila 


Virorit Court of Fairfax County 


4310 Chsin Bridge Rosd 
Feirtax, Virginia 22000 
S31-4055 ROSS PEROT PRESS CONFERENCE 
December 1, 1986 : 
Perot: ace = 


I nave just had so many calls today, I just wanted to try to visit with 
all Of you at once and try to answer all of your questions. As all of you 
know now, the board of directors of General Motors, today, made the 
decision to repurchase of al] my Series E stock and notes for a purchase 
Price of $700 million. In addition, I have resigned as a director of 
General Motors and as chairman of EDS. You may or may not be aware that I 
have released the following statement: 

F (VCC ez 
At a time when General Motors js Closing 11 plants, Putting 30,000 people 
| Out of work, Cutting back on Capital expenditures, losing market share 
and having problems with Profitability, I have just received $700 million 
| from General Motors jn exchange for my Series £ Stock and notes. I cannot 
accept this money without first giving General Motors directors another 
chance to consider this decision. This money will be held in escrow until: 
December 15th in order to give the General Motors directors time to 
review this matter and the events that led to this decision. If the 
General Motors directors conclude that this transaction of December the 


| first is not in the best interest of General Motors and the Series £ 
| Stockholders, I wij] work with the General Motors directors to rescind 
| this transaction. 


: MeTEL =26 
Now this affects four people; myself, Mort Meyerson, our vice chairman, 
Tom Walter, our financial president of EDS, and Bill Gayden, senior vice 


President of EDS, Taking them one at a time, most of vou know who they 
are. Mort Meyerson is the Principal builder and the principal reason 
behind the success of EDS today. He, more than any one person including 
myself, ts responsible for its success. Mort js generally considered to 
be the finest executive in the computer industry. And I can best explain 
Mort's Capability, because for three years in a row he was chosen by the 
Financial analysts as the outstanding CEO in the computer service 
industry at a time when I was CEG of EDS and that was kind a standing 
joke between me and the analysts, but we certainly al] agreed that he 
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merited that recognition. Tom Walter was a genius systems engineer, and I 
don't use the word lightly. He was an incredible leader of people in 

building projects and Systems for EDS. He was our chief financial officer 

and he was the principle reason that EDS had a 100% credibility with the 
Financial community. Bi11 Gayden's background js in marketing and in the 
broader business aspects of our company, he is the founder of our \ 
international business. In every possible way, he is as instrumental as 

the other two in building our company. He js an extremely talented 
businessman and moneymaker, to use that term, in every possible way. Some 


more people are affected. 


There has been a great deal of interest in the general description of 
what are the terms of the agreement. Very strong anti-takeover 
provisions. I have committed that I will not make any effort to take over 
General Motors for five years, which I was happy to do because I had no 
interest in taking over General Motors. Significant provisions about no 
criticism against General Motors. I'm constrained from making any 
critical statements about General Motors and General Motors management. 
If such statements are made, and through arbitration either Side is found 
to have made statements that are critical of the other, then there is a 
maximum penalty of up to $7.5 million, So don't ask me a question that 
will cost me too much to answer here. The two key things; no action 
against Genera] Motors, no criticism, so on and so forth. 

MéeTvee = 4+ 
Now going on down to it in terms of what our rights are, I will Stay here 
at EDS. I will continue to work with EDS people, doing all the things I 
have been doing. We are involved in a number of huge projects Fight nowt - 
and it would be a serious mistake for anything to occur that.take our eye 
off the ball for even a moment. These are multibillion projects, these 
competitions go on for several years before you win them, and so I will 
Stay buried right in the middle of all these things and continue to do 
exactly what I have been doing at EDS and will be delighted to do it. 


hy METER = SS 
In terms of the options and rights we have, I can start a nonprofit 
=e company now that provides the same Services that EDS does. In three 


years, I have the right to start a profit-making company that provides 
these same services--I, meaning all four of us. We have Significant 
Protection for EDS people jn this agreement. As an example, we have 
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people who have unvested shares in the Series E stock. Every possible 
Step has been takento make sure that these shares will be vested on 
- SChedule and only the reason a person's shares cannot be vested on 
Schedule, is if the person commits an act of moral turpitude. 
Approximately 200 people, who are the most senior people jn the company 
will have their Stock vest within the next 13 months. They are certainly 
free at that Point, and can leave EDS if they choose to. At the end of 18 
months, these People would have the right to come to work with me or Mort 
or Bill, or do whatever they wanted to do. At the end of three years, 
anybody in EDS who chooses to come to work with us, has that right. 


Finally, we have Significant protection for Our stockholders here and’ one 
more time in this agreement. General Motors has reaffirmed its 
commitment to live up to its written contracts and agreements made with 
EDS at the time of the Purchase and subsequent to that time. The two 
Principle stress points, if you have been following this are: 1. We have 
felt very strong that General Motors should live up to its contractual 
agreements made to EDS. We felt that this was a securities matter. It 
involved that value of the Series E stock and that's been an ongoing 
point of stress. (2) The other point of stress is even easier to follow, 
and that is, I have two hats, one was as the director and largest : 
stockholder of General Motors and I, in every way possible, was 
encouraging the company to move heaven and earth to get competitive in 
every possible way, to protect the jobs of the people in the company, and 
we could only do that by improving the quality of the cars and the 
competitiveness of our Price. Those were basically the two stress 


points. 


Possibly, the best use of your time at this point, would be for me to 
answer any questions that you might have on this subject. 


W 


MCTEL = 79 


QUESTION: Mr. Perot, you have not been Classified as one in the past to 
back away from a fight. Aren't you backing away from this fight to 


modernize General Motors? 
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Perot: 
I would say under the Circumstances, basically what I have done jn 
putting $700 million in escrow to give them an opportunity to reconsider 
this, to hear from all our constituencies. I ask the board to make this 
decision, give me several days to sign it, make it a matter of public 
record. And surely it is obvious to everyone here, that my deep concern 
is that at a time when there 1S a shortage of capital in the company, is 
whether $700 million dollars being paid to me is the highest and best use 
of that money, particularly when people are being laid off and what have 
you. So what I have tried to do here, I think each thing you get into is 
unique and with all the circumstances involved, here this seemed to be 
the best and most appropriate course of action. Because General Motors 
now has a two-week period to hear from all its constituencies, its 
Stockholders, its people and what have you and, if after hearing from 
these constituencies, the directors conclude that they want to relook at 
this situation, I've said fine, I will be happy to do it. 
METEL= Q/ 

QUESTION: But you don‘t want out of General Motors, is that true? 


No, I'm relaxed about that. In terms of where I fit is not important. The | 
Strength of the company and the strength of both companies is the issue. 
Individuals are not important here. The issue is to see that both 
companies are strong and vital and growing, and provide safe, secure jobs 
for the people and good returns for their stockholders. 

MeTeh = FQ 
QUESTION: Mr. Perot why did you go along with this deal if you seemed 
to be against it? ‘ 


Perot: 
I could not make it a matter of public record until it was executed. 
There was not a matter of public record here, until the the contract was 
executed. As I have just mentioned here, I had hoped to have-it a matter 
of public record and a pending document for several days so that the 
Stockholders and others in General Motors could look at jt and react to 
it. The directors felt that they wanted it executed immediately, so the 
option that was left available to me was to put it in escrow. 
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QUESTION: Mr. Perot did you enter into a discussion with General Motors 
about a buyout prior to their discussions with AT&T on the sale of EDS? 


No, this came up after the AT&T transaction. I think it's unrelated, but 
it came up after the ATaT transaction. Now the AT&T transaction was 
really Mort's idea. It was not a General Motors idea that happened away 
from us. That was an idea that Mort Meyerson had, it was an excellent 
idea, we were very supportive of it and unfortunately it just did not 


work out. 


MereL = [07 


QUESTION: Did the director of General Motors buy back...authorize the 
repurchase of somethina like 8-1/2 million shares of General Motors Class 
E, and then buying a little over 10 million from you. Was this the same 


transaction? 


Perot: 
No. 


QUESTION: Have they bought the 8-1/2 million.? 


Perot: 
I don’t know. That is a fair question. I don't know. It's not the same 
transaction. It is two unrelated events, 


QUESTION: Would it fulfill the desire from Mort? 


Perot: 
You would have to ask #@m that. But that was basically to just Slowly and 
carefully, over a long period of time, to do that as opposed to one giant 
Swoop. _ 

MEE = 112 
QUESTION: Now the company's stock is taken over, do you feel 
discussions will go on with AT&T? 


Perot: 
I don't think so. You never know. But I would be Surprised. They are a 


large customer. We will continue to do business with them every day. 
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QUESTION: Sounds like a gamble that you've taken to go over the heads 
of the board of directors to appeal to the stockholders. 


Perot: 
No, not. really, I just want to give them a chance to do the right thing. 
If they are comfortable they did the right thing, then that's fine. 
mere = 117 
QUESTION: Did | you start out with that intention, to get this kind of a 


deal? 


Perot: 
No. They brought it up. When it first came up, it was incomprehensible to 
me that they would want to spend this much money here. Keep in mind if 
you are a student of General Motors, we are out of time now. These are 
sort of lean times. If you go back, Saturn is being cutback, all these 
different projects are being cutback and that is the reason I am very 
Sensitive about whether or not this is the highest and best use of the 
money. 

Méetee = | ee 

QUESTION: When was the time that you determined that the so called 
marriage between you and the chairman was not going to work? 


Perot: 
I never really made that determination. 


QUESTION: When are you going to make it? 


Perot: 
I don't know, that's a good questions to ask them. 


QUESTION: (inaudible) METER. = (2G 


Perot: 
Well I would hope not. I mean, my philosophy is “to know me is to love 
me." So I don't know. I can't really say. 
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QUESTION: -eewhat you were taking about just a few minutes ago, why did 
the marriage go sour? 


Perot: 
Those two reasons I gave you. It has two points of stress. 

MCTTHE = (29 
QUESTION: Have you ever wished that the marriage had never been made? 


Perot: 
No. It's important not to look back. We entered into it with good 
spirits, great intentions, so on and so forth. 


QUESTION: Some of the folks out on the line at the GM plant aren't all 
that thrilled that GM decided to kick you off the board of directors. I 
think that maybe GM has taken the wrong path in trying to modernize 
itself. The question that began a while ago was did GM make the best 
decision for the stockholders and for the company by kicking you off the 
board? 


Perot: | 
Well, it wasn't a matter of, I didn't have to do this, right? I had to 
Sign the documents. It wasn't a unilateral act. But the point being, 
that's something I want to give the directors. It's not me being on or 
off the board. That's not the issue. Fellas, $700 million will buy you a 
brand spanking new, State-of-the-art, world-class car plant and the 
Several thousand jobs that go with it. Now that's what I'm focused on and 
concerned about--the highest and best use of the money. 


QUESTION: A lot of the employees out there gave us the impression 
today that they didn't feel General Motors was going to move itself 
toward modernization without somebody taking them by the seat of the 
pants--and that somebody was you. 


Perot: 


Well, I hope they will. I've said before, we got to do it because it is 
too important not to and I hope they will. 
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‘QUESTION: (inaudible) 


Perot: METEIL=/74¢ 


I will be here as the founder of the company and I will be doing just 
exactly what I have been doing. I don't need any kind of fancy titles to 
be effective here at EDS. | do this by choice. I have a tremendous 


\ 
obligation to everybody here and I'm delighted to do this. 

QUESTION: What about the continuance of the spirit of the company 
without you? 

Perot: 

That's why I am staying. 

QUESTION: But you don't have the clout you used to have. What about the 
employees, are they going to feel naked without you there? 

Perot: METER = /¢ 


I don't think so. Let's talk about clout for just a minute.-I feel if you 
are an effective leader, you don't need to have voting control of a 
organization to have Clout. Most of the People you know in big corporate 
America don't have a handful of shares jn their companies. So I feel very 
comfortable with all of the old-time relationships and friendships that 
we have here at EDS--how many shares I own has nothing to do with 
anything. 


QUESTION: Do you have...? 


Perot: 
Yes, because it is very important from a business point of view for me 


to stay: 


QUESTION: Was AT&T the only company in which acquisition was 
discussed? 


Perot: 
Yes. That's the only one. Mort had this very creative idea and we al] got 
fascinated with it. It just didn't work, 


02 
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QUESTION: ...If indeed, they don't purchase your shares, would you be 
willing to sit on the board? 


Perot: 
I will not be on the board. Keep in mind, I have never been on a board 
except EDS' board. I don't like to go to formal meetings. One of the x 


first things I said to Roger when he asked me if I had been on a board, I 
Said, “Roger, I've never on a big board, I never want to be on a ng 
board. A person with my financial resources shouldn't be on a boardand 
finally, I just hate formal meetings where you pass resolutions. It's a 


nice honor, but it's really not the appropriate place for a person of my 


temperament or net worth." i 
WETEC=(b2  — 


QUESTION: Mr. Perot, what about this no-compete clause, this is very 
intriguing. I have never seen anybody leave a company and be able to 


Start a nonprofit organization. 


Perot: ; 
Those were the terms of the deal. 


QUESTION: Were those terms your working or their wording? 

mewaez | 7? 
Perot: 

That was all worked out in negotiations. I was not directly involved. 


QUESTION: Can we oh an EDS Junior? 


Perot: METER = | 7 / 

No. I'm glad you asked that. Here is my goal. I want everything to work 

So well here and everybody to be so happy here that none of that ever 

becomes necessary. The only reason that those things are in there, is I 

feel a tremendous Obligation to our people to provide them security in 

the event that something goes wrong. I do not want to be in a position 

where EDS' people are left in Jeopardy. I owe them too much. That is | 
what that's there for. My whole objective will be to make everything so 

positive and so favorable and so successful here that that issue never 


comes up. If it comes up, we will deal with Tite 
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QUESTION: But it is a club of some degree? 


Perot: 
Not intended as a club. Let's call it a safety net. 


QUESTION: Is anybody else's money going into escrow beside yours? 


\ 
Perot: 
I haven't even seen the other guyS today. It has been one of those days. 
I don't think so. I don't know. I would have to ask them. 
MEFEL =179 


QUESTION: This has been characterized as a battle between you and Mr. 
Smith. Who has won this battle? 


Perot: 
I don't see it as a battle between individuals. Individuals are not 
important here. What happens to me is not nearly aS important as what 
happens to 800,000 jobs at General Motors. Eight hundred thousand 

People work for General Motors. Three million people get a paycheck 
because there is a General Motors. Let's assume that something bad 
happens to me, but something good happens to those people. That's what is 
important. Keep in mind, this is not nearly as significant to me today-- 
let me put it in perspective--as losing your job in a closed plant js to 
the person who loses their job. Right? 


QUESTION: But if you take yourself out of that picture, then what 
happens tc all those people you just talked about? 


Perot: 
Well, I am hopeful that people will Suddenly get a sharp, laser-like 
focus on what needs to be done and get busy and do it. 


QUESTION: If the board Supports management's offer of $700. million, 
what would you do with the money ? 


Perot: 
No, excuse me, this is a board offer. The board did this. Igjust said; 
“Wait a minute, I'l] put the money aside and let you think about this-- 


make sure you did the right thing. 
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Well I am hopeful that people will Suddenly get a sharp laser-like focus 
on what needs to be done and get busy and do it. 
MOTE = | ey 
If the board of directors has already voted to approve the payment of 
$700 million, who are you hoping to here from? 


I try to live a very simple life, I try to do what I think is right. I 
and you may say “well boy you have a weird way of coming up with that" 
but I got to live with myself, I got to go home and Sleep at night. I 
Cannot just simply take $700 million at a point when people's jobs are in 
Jeopardy. I got to Say to the board, “hey wait, look at this again, think 
of what $700 million will buy inside this corporation to build it and 
Strengthen it and make sure you want to do this." You have got to 
remember the board of directors does not own General Motors, the 
Stockholders own General Motors. All these different constituencies, 
you've got 800,000 people that work for General Motors, and all of these 
people, are going to have, in effect, a voice. It's the world's largest 
corporation. For all practical Purposes it is a public institution. 
Particularly now, even with my ownership, I just owned a little under 1 
percent. So it is kind of a giant thing that has no owner. 


But you a lot better off as far as your responsibility, if you sit on the 
board and your sense of responsibility to workers. 


Only if you can be effective. 
Did you feel you were no longer effective? Met = 20¢ 


At some point you have to decide whether or not you can cause effective 


action that will be constructive. 


And when that point come for you? 


I don't know. I'm not that organized. That's a fair question. I didn't 


Suddenly say, my gosh we're there. 
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QUESTION: Any possibility you might go with another car maker or start 


up a Car company of your own? 


Perot: : é 
No. I am not going to get into the car business. 


Meret = V2 


QUESTION: What would you do with the $700 million? 


Perot: 
In the event that they decide that this was the highest and best use of 
the money, my current plans are to use the money in venture capital to 
create jobs. I have a theory, which is probably not sound either, but 
everybody has a lot in life, and I think my lot in life has been to 
create jobs. And so far they have been good stable jobs. So I would just 
simply use this to create good stable jobs, because that's something I've 
historically been able to do, and I personally think it is important. So 
that's what I will do with it. | 


QUESTION: Will you do it in Texas? 


Perot: 
That, would be my first love, to do it in Texas, but you do it in Texas 
JUG AN go where the opportunity jis. 


MeTEL = 222 
QUESTION: Who approached you with the final offer, specifically? 


Perot: 
Well, actually, my attorney contacted me. Somebody contacted him. 


QUESTION: I wonder who that 1s? 
Perot: 


My attorney js Tom Luce. I think it was a General Motors attorney. You 
know how these things are. 
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QUESTION: When did it happen? 


Perot: 
Two or three weeks ago. 


QUESTION: How much negotiation went on? 


Well, from that point until the middle of last week. A couple of weeks. 
QUESTION: What's your personal relationship with Mr. Smith? 


Perot: 
I like Roger. 


QUESTION: Does he like you? 


Perot: 
I can't imagine he wouldn't, but... 


METAL = 229 


QUESTION: You are Supposed to speak to a group in Detroit next week. Is 
Mr. Smith supposed to be with you on that speaking? 


Perot: 
Yes. 


QUESTION: What are you going to say to that group? 


Perot: 
I don't know. But I'll try to make it worthwhile. 


is 


— 


MeTEN = 232 


QUESTON: Are you going to get any fines? 


Perot: 
Well, I hope not. But, I just can't resist telling you this. It's pure 
EDS. When I was walking down the hall, one EDSer walks up to me and 
Says, “Okay Perot, what is this, greenmai 1?" And while I was trying to 
think of something to say, another EDSer comes up and says, “No, this is 


hushmajl.“ 
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QUESTION: Is there someone you contacted in General Motors that would 


keep you from buying back EDS? 


Perot: 
Not if they wanted to sell it. 


QUESTION: Is the contract in effect today? When you signed it, was it \ 
effective immediately? 


Perot: 
IC cS Otticial immediately, except that I gave them two weeks to think it 
through. 


QUESTION: But I mean, if you were to criticize them today, you could be 
subject to the $7.5 million fine? 


Perot: 
Oh sure, sure. The whole point is, I'm not--and I think they understand 
this. I'm gonna continue to say what I think. 

MOTH. = 244 
QUESTION: Mr. Perot? how do you think that...benefit, with everybody 
being laid off? 


Perot: 
Well, the basic thing is whether or not you can be effective where you 

are. Right? If you conclude you cannot be effective because of whatever 
forces are there, then Probably the constructive thing to do is to stop 
spending your energy in a place where you are not effective. 


INLCTER = 
QUESTION: Did you feel you were not effective on the board of General 
Motors? 
Perot: 


Exactly. Because I want to get rid of everything that’ has hothing to do 

with making a good car. I want to zero in with total focus to making the 
best cars in the world and sell them at a competitive price. Your basic 

problem you've got is there are too many car factories in the world 
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today. That means somebody's car plants are going to close. We can make 
more cars than the world can buy. Do you follow me? All the car companies 
together. Our challenge becomes very simple, and that's to make cars that 


are SO good and so attractive and so competitively priced that our plants 
don't close. Right? That's it. 


Now I wanted to-move heaven and earth. Move hard, work night and day--so 
on and so forth. I felt we could never do that until we formed a Single, 
unified, cohesive team. All these adversarial relationships that had 
been around forever ijn these big companies are no longer relevant. They 
need to be removed. We have to build mutual trust and respect at every 
level in the organization. We are going to have to tap the brains and 
wits of the people and the creative abilities of the people and stop 
using capital as a substitute for that. Then we will get jn the game-- 
then we'll win. Now that's all well documented--there's nothing new 
there. There was just what you would call an honest difference of opinion 
about what needs to be done. 


IMVETER = 26G 


QUESTION: Mr. Perot, is it true that...? 


I think that probably in terms of my effectiveness in lobbying at this 
point might not be that good. That's the bad news. The goods news is that 
that's done--they have the new products. And the really great news is 
that that is a wonderful facility out there and the people in that plant, 
on the plant floor are the salt of the earth. These are as fine of people 
aS you would ever want to meet anywhere. We get these giant plants, if 
you don't have one, you will do anything to get one jin your region. Then 
you get one and you kind of forget it is there. Really you should go 
through the plant and meet and talk to those people and you are looking 
at real Texas there. These are people that had little farms when I was a 
boy. It's the same people. You just see them when you meet people. They 
were small farmers or raised cattle on smal] amounts of land and what 
have you. Now they work in car plants. They are good as gold. They are 
the salt of the earth. If you spent a day there you would understand why 
I feel so strongly the obligation of these big companies to keep their 


People at work. 
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QUESTION: Would you be playing any roles in keeping that plant open? 


Perot: 
No. Those guys did it on their own. 


QUESTION: What real significance is the December 15th date? Is there 


\ 
any Significance to that? 

Perot: 
No, it just felt good. 

QUESTION: What would have happened had you not signed the agreement and 
not agreed to this? . 

Perot: 

I don't know. 

NGG = 


QUESTION: Did they give you any indication that you would have been 
removed from the board if you hadn't resigned? 


Perot: 
Well, they couldn't, the Stockholders put me on the board. 


QUESTION: Did you feel any pressure, or was it simply that you no 
longer felt effective? 


Perot: 
I just looked at all the facts, I talked to all my associates, and 
finally we spent a lot of time Saying what is the highest and best use of 
our time. Right? We do business historically--all day, every day. 

That's the way we created all these jobs. That's the way we built. this 
company. And so I think there was a very strong feeling if you get into 
something like this, it just drags on and drags on and drags on. It's 
probably not the highest and best use of your time. When you look at all 
the factors concerned and what have you, then it is very important to get 
this issue squarely on the table, let everybody take a close look eo Coritie 
see if it is the best course of action. If it is, move forward. 
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QUESTION: Mr. Perot, I want to ask you a’ personal question. It seems to 
me that what you stand for and what you believe in do not work at General 
Motors.Do you consider this a failure? You appear happy, you appear 
confident. How do you really feel though? 


I feel happy. I.feel confident. And I feel that everything that I stand 
for and believe in will work like a charm--and I'll guarantee you down at 
the working level, where cars get made, it's what you've got to do and I 
can prove it. I'm just not smart enough to pull if off. But let me prove 
that it works--it's the only thing that works. 


We had a plant in Fremont, California. It was so bad because of “labor 
relations" that we closed it, even though we had spent tens of millions 
of dollars putting new equipment in it. We laid those people off. Bad 
guys, right? Couldn't work with them. We did a joint venture with 

Toyota. Toyota came into that same plant, hired back those same people. 
The plant has been. open now maybe 18 months. Guess where the highest 
quality cars are made in General Motors? What's the difference, they are 
using these methods, these techniques. Go to Toyota in Japan. Toyota City 
in Japan, not Detroit, is the car capitol of the world. Twice as many 
Cars are made in Toyota City as are made in Detroit. In 1951, Toyota was 
bankrupt. You go.into Toyota City, big sign, EVERY EMPLOYEE IS A . 
BROTHER. That starts to sound like EDS. The company Strategy--Global 10-- 
this one I love. The management of the company came up with a strategy, 
we've got 8 percent of the world automobile market, we want 10 percent. 
The workers came back and said we don't like that, we want Global 12. 
Think of that, the guys on the floor saying let's go for two more 
percent. That's more Jobs--that's better jobs. Go down on the floor of 
the Arlington plant and you'll hear the same kind of talk. The people are 
no different. Ten million employee suggestions are incorporated into the 


Toyota car. 


We've always said in EDS, we loved to have two-way communication. Love to 
have it, but I will settle for one-way communication as long as it is 
coming up from the people who do the work. If they don't hear from me, 
everything goes great. If I don't hear from them and what the customers 


are thinking, we get into trouble in a hurry. So it will work. 
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QUESTION: Did you just get laid off? 


Perot: MET = 328 


Well, who knows? That's a good question. No, I'm still at work. 


QUESTION: Mr. Perot, is the problem between you and General Motors the 
basic problem with the gentlemen who starts his own company and builds it 
up and where everybody in the company knows who he is and does what he 


tells them versus a company that is a hundred years old and being run by 
? 


Perot: 
No. That's interesting. See EDS, from the perspective of a giant, mature 
corporation, is a totally undisciplined place where everybody argues and 
fights and raises Cain. There's all kinds of real communication--real 
talk--where people go out and take responsibility, authority and 
accountability and execute. So really it's a different environment. You 
are right-- it's different. 


(MAER = 


QUESTION: ...General Motors because it's not that kind of place and a 
Ross Perot has trouble with that environment. Did they ask that? 


Perot: 
I mean, I'm sure all that's Part of Tt. *But@1 feel very strongly that 
where people have successful growing companies making money and creating 
new jobs, one of the things you keep finding in these companies js 
constants. The most successful guy in the United States is Sam Walton. Go 
look at how he runs his company. You go ticking through. Take Norm 
Brinker, right here in Dallas. Go study. If you can make jin the 
restaurant business, you can make money selling rocks. I mean that is a 
tough business to make money in. Watch how Norm Brinker runs that. You go 
to a Toyota, you go anywhere in the world, see the companies that really 
hum. You treat people as full] partners, you treat them:with.dignity and 
respect. Everybody is a full player on the team, everybody has real trust 
back and forth both ways. If you don't trust me and I don't trust you a 
big part of our energy gets lost right there, because I'm wondering what 
you are going to do to me next. This happens jin these giant companies and 
I wanted to clean all that out fast. That doesn't cost anything. That's 
Just changing how you do business. 


a —_ 
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QUESTION: Some of your critics within General Motors Say that the EDS 
partnership isn‘t working too well for them on a business basis. Some of 
the service provisions were costing them more than they would have prior 
to the merger. How do you reply to that? 


Well most of that is just horse trading. Well that's fine. If someone 
comes in, a guy says, "What do you want for your horse?" "$200." He 
hopes to get $50. That's where you start, so there is a whole lot of that 
going on and that's fine. But the thing I find fascinating is anytime 
that ever pops up--See, every «Customer has access to me 24 hours a day, 
seven days a week. Anytime anything like that pops up, I jump right into 
iUpand ati sust keeps disappearing. I hear some of that, go jump right 
into it and Suddenly it's gone. So I have trouble really finding it and 
trying to address it and cure it. 


METEL= 365 
QUESTION: Is Mr. Alberthal someone that you and GM both agree on? 


Perot: 
Oh absolutely, I'm glad you asked that question. Les Alberthal joined 
this company like everybody else. He started at the bottom, down in the 
pits, down in the trenches--he has worked at every job at EDS. He is an 
incredibly gifted systems engineer, manager and executive but I'll tel] 
one great story about Les Alberthal. When he was a young man just out 
school--go back to 1969--I was going to Viet Nam on a Christmas trip. Les 
had just joined us, we called him in San Francisco and said, "Go down to 
Los Angeles, we got all this stuff coming to the plane, get it loaded on 
pallets, have it ready when we get there." He got to the Flying Tigers 
hangar, the manager said, "Son, there is just not enough time to get all 
this done." Les said, “We've got to get it done." He said, “Look, 
you've never loaded pallets before, this is what I do for a living. You 
can't get it done, but when Ross gets here--before you see him--I'll go 
out and explain to him that nobody could have gotten it done. He will 
understand." And Les, just out of school, looked that man right in the 
eye, and said, “Mister, that's the thing you are missing, he won't 
understand, so I've got to get these pallets loaded." Those pallets were 
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loaded when the plane landed. Les Alberthal has been operating that way 
ever Since-- and he is a great gift to EDS and a marvelous businessman. 
No question in my mind that the company will be very successful under 


him. 


QUESTION: Mr. Perot, could you tell me...where does it all Fit cins ae \ 


Perot: METH/L= 39S 


Well, it all boils down to Jobs. If I had come to you at the end of World 
War II and said that the steel industry will no longer have its capital 
in Pittsburgh, the automobile wil] no longer have its capital in Detroit, 
etc., etc., etc., and that the electronics in your home will have 
Japanese names on them. Well if you look around at the cameras and so on 
and so forth, tape recorders. All those are jobs, we've got to get those 
jobs back in this country. You say, "Well, that's all right, we'll to go 
a service economy." We cannot be a superpower with a service economy. You 
can be a banana boat economy with a service economy but all these 
consultants and lawyers are going to have to have somebody to sell to. 
You cannot give up these big basic industries. Walk through that plant in 
Arlington and imagine what this country would be like, without those: 
manufacturing facilities. Now that's what keeps me going, because 
nobody's been luckier than I have. I grew up ijn the Depression. As a 
child, I can remember when really good people--good, good, people 
couldn't find work. Now that's a tragedy, in what it does to the 
families, what is does to the communities and everybody involved. 
Whatever I can do to keep that from happening I want to do. It's that 
Simple, and I'3] keep working at it. You win some, you lose some. 


¢ 


QUESTION: {inaudible}— } - rd 
What do you think you might like to Aes ieee is ¢o7 


Perot: 
I don't know. That is a very fair question. I don't know. I haven't had 
time to think about. It would be fun to do something on a very advanced 
level for colleges, universities, hospitals--you know, something really 
exotic in those areas that they probably couldn't afford to do. So we 
might do a little something like that, just for fun. I'm just throwing 
ideas off the top my head now. 


270 


C Lesko’s Get-To-Know Perot Fax Service - 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


QUESTION: Mr. Perot, can you Clarify the amount that you are putting in 
escrow? 


Perot: 
$700 million. 


QUESTION: General Motors Says it is $750 million. 

Perot: 

I think that's more than they sent me. I'll tell you it's whatever they 
sent me. Okay? 


QUESTION: How many share of your stock did you sell them originally? 


Perot: 
11.3 million roughly, plus the notes. 


Meter = 4149 


QUESTION: Mr. Perot, earlier you were talking about the two stress 
points. Would you elaborate a bit more on how General Motors has failed 
to meet contractual obligations? 


Perot: 
It would give us all a headache if I did, because these are very 
technical things about contractual commitments around computer services 
and what have you. In simply trying to summarize, it is an obligation to 
pay competitive prices comparable to our other commercial customers and 
long-term contracts. 


QUESTION: Did you actually sign the Papers this morning? 


Perot: 
Yes. 


QUESTION: Here in Dallas? 


Perot: 
Here in Dallas. Right here on the seventh floor. 


271 


LesKo’s Get-To-Know Perot Fox. ‘Service 


For more information on 


Lesko’s Info-Power call 1-800-955-POWER METEZ = 430 
‘QUESTION: Were you considering a lawsuit referencing those long 
contracts? 
Perot: 


I would have taken whatever Steps were required to see that the 
contractual commitments were met between the two companies. I would have 


done whatever was necessary. That was my job. You say God, why do you \ 
care? It's a securities problem. There is a Series E stock traded out 
there and we have a obligation and a very special obligation because of 
General Motors‘ relationship with these Series E stockholders to make 

Sure that everything is fair. 

QUESTION: Do you think anything is going to change at General Motors? 
Perot: 

I hope so. 

QUESTION: What kind of changes would you want? 

Perot: 
The summary is the finest cars in the world at a competitive price. 
That's what the business is all about. Now then--rippling back up from 
there--the thing that I personally really want is to make sure that we 
protect and secure all those jobs, because they are so important to the 
people involved. Looking at jit on a broader basis, they are very 
important to the tax base of this country. 

QUESTION: What is the long-term outlook for General Motors? 

Perot: METER = YC 


Well, I hope that General Motors will do the things it needs to do to 
win. And anything I can ever do to help them do those things, I'll be 
happy to do. 


ee x 


QUESTION: You mentioned that you would like the board to rescind this? 


Perot: 
No. No, I want to give them an opportunity to. 
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’ QUESTION: Are you talking about rescinding the financial? 


Perot: 

I would send the money back. 

QUESTION: Send the money back and reinstate you as a director?x 

Perot: 

I*m not just thinking about being a director. 

QUESTION: Well,is that what you would like to see? 

Perot: Merete = 457 
No. First when you think about this, forget anything that's personal. 
Think in terms of what is in the greater good for the corporation or the 

two corporations. Whether or not I'm on the General Motors board is not 
important. Whether or not you use every single penny when you are in an 
economic war, which we are in--we are in a totally economic war in terms 

of who's going to be major players in the car business--then every penny 

gets to be very critical. 

QUESTION: So they keep their money, you keep your stock. Would you stay 
off the board if that's what you elect to do? 

Perot: Mere = 467 


Well, I don't want to negotiate with you. I won't say what I would or 
wouldn't do, but I'm just saying positions and titles are not important 


to me. Results are important to me. 


QUESTION: _Have—you and Mr. Meyerson, Mr. Gayden and Mr. Walter already 


agreed to work together? 


Perot: 
No, we don't operate like that. We would never have to. Twenty years 
from now, if any one of those fellows or if any of the people that are 
building EDS, ever needed me, I would be there. I mean, there's no 
question in my mind, if I were in India and needed someone at EDS to help 
me out, they showed up. They know that, I know that, there is no formal 
agreement at all. We might decide to do something together, decide we are 
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not having fun, do something independently. It would be very relaxed and 
informal. That's the way our relationships have always been, but it’s 


very close. 


QUESTION: Have you considered buying back EDS in any way or talked to 
any investors? 


Perot: 
No. 


QUESTION: Will you actually be getting a pension from EDS? 


Perot: meer= Ye 
I don't even know. See my paycheck was $68,000 a year. So it's no big 

deal. I was paid that in 1968. When EDS went public, I declared I would 
never give myself a pay raise or bonus or what have you and my financial 
future would be totally cast with the results of our stock and that's 


worked well. 


QUESTION: What message do you think requested General Motors to rescind 
e-ewhat was being said) and basically what will be done to keep EDS 
employees from feeling abandoned.? 


Perot: 
Well, I will be right here. I'm not leaving. How many shares I own has 
nothing to do with their feeling abandoned. We'll all be right here 
helping anyway we can. I think in terms of relationships, we basically 
both need one another. They need the skills we have, we certainly need 
them as a big customer and in every possible way we want to. work 


mere = S04 
QUESTION: Would you elaborate a little more on exactly what your 
position in the company is going to be? 


together. 


~*~ 
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Perot: NCTENR= Sap 
I will be doing exactly what I've done for years. Keep in mind, Mort ran 
the company. Now Les runs the company. I didn't come down here every 
morning and open the doors and turn the valves. Those guys did that. 
Basically, what I would work on iS--and as you all know I would go 
wandering off for two years on education or some other project that | 
thought was interesting. But when we would get into one of these full 
scale wars, where we were going against IBM in a two-year battle, then I 
get very much involved in that sort of thing. That's the kind of thing 
I'll be involved in in the future--all the things I've done in the past. 
Very interested in the training our people receive, very interested ,the 
quality of work we do and very interested in winning the competitions and 


\ 


then making sure that we deliver everything we sold. 
QUESTION: Are you calling yourself a consultant yet? 


Perot: | METEX = S2Y/ 
No, I'm the founder. Which is really all I've been doing. Say gee, what 

did you do as chairman? We would have meetings and I would sign my name. 

But Mort ran the company--make no mistake about it. Anybody that's an EDS 


EMD TREE 1, HX 
Oe al et irae 
QUESTION: You have a unique Insight into those people who sat elbow to 

elbow with you through the years Changing their minds...? 


follower has known that for years. 


Perot: 
I don't know, but I want to give them a chance. 


QUESTION: Was it a unanimous decision on their part to offer to buy you 


out? 
Perot: 


I think so. What they do is their decision. Now, let me try one more. 


Have I worn you out? No? 
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QUESTION: Can you specify the length of time that you'll remain at EDS? 


Perot: 
Oh, I'll be here as long as they want me. As long as GM or.... Oh, I'm 
sure, you know, it's not an issue. I'm sure they'd be delighted to pay me 
my $68,000 bucks a year, but I don't give a.... That's not the issue. It 
never came up, hever came up. I'm here because I love to be here, not for 


the money. 
QUESTION: So you have no stock now in EDS at all? 


Perot: 
Right. Right. 


QUESTION: And you're not making anymore (didn't understand rest of 
question). 


Perot: 
Yeah, but I don't expect to get much sympathy, because I'm in pretty good 
shape. I mean, the fact that I don't have any stock--I will not be down 
in the shelter here tonight. So don't feel badly about me. 


QUESTION: Essentially, what do you expect to (didn't understand rest of 


audience question). 


Perot: 
Oh no, right here, same things. Do business in the same old way. A great 
leader, Les Alberthal. Is incredibly good at drawing the company--the 
team around him. We've got four or five people that could, ‘say LG 
something happened to Les. It would be a very difficult decision to 
figure out who's the most qualified person to replace him. So there js a 
great depth and every one of them is a leader. We hope we don't have many 
managers here, but we've got a lot of leaders. And I make-that a (can't 
understand)... I think you manage inventories, but you better lead 


people. 


irs 
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QUESTION: $7.5 million fines--is that per criticism or cumulative? 


Perot: 


It's cumulative. 


QUESTION: What kind of (can't understand this part of question) is he in 
now....how would he access his job? (can‘t understand rest of question). 


Perot: 
What's my fine? No, no. I think, as I've said so many times, I don't ever 
want to levy any personal criticism. It's not, and I have never made any 
criticism of any individual, professional. No, no. I don't want to get 
into that. It has nothing to do with the fines. It's just I've-never done 
it and I don't want to start today. This is bigger than individuals. 


QUESTION: How is GM as a corporation doing? 


Perot: 
Well, if you've ever read Business Week or Wards Automotive you know. 


QUESTION: Do you think we're losing the economic war? 


Perot: . 

Yes, yes! Absolutely! That was the whole thing that caused us to do the 
deal with General Motors. We wanted to be part of the revitalization of 
the biggest corporation in the world and we couldn't think of anything 
that would be more fun for the rest of our business careers. That was the 


dream. 


QUESTION: Do you see that as a danger to the security of the U.S.? 


Perot: 
Absolutely! Absolutely! When you think of the satellites and what have 
you. If we don't make steel in this country, you say, “No problem. We'll 
get it across the ocean on ships." If there is ever another war not a 
Single ship will get across. You know where they are every minute coming 
across. You're not going to get steel across the ocean. You say, “No 
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sao erens We'll get the tanks that come out of the Japanese country." 
You're assuming the Japanese will be our allies. “We'll get the tanks 
coming out of their car factories instead of ours." Sorry guys, they'll 
never get here. You can't do it. This is a joke! 


Now then, let me leave you with this thought. The favorite thing to do in 
this country is dump on labor and that js absolutely rotten and unfair! 
The people who do the work. Now then, let's say for some reason, we 
understand everything about sports and nothing about business. If we've 
got a losing team, what do you do right away? What did they do at the 
University of Texas? They put new leaders in, right? Now tremendous 
pressure. If your quarterback gets a sore arm, even though he's an 
all-American hero, in two weeks he's everybody's bum and you're booing 
him, right? And the poor guy's got a sore arm and he can't throw. No 
mercy, right? You gotta have a quarterback that can throw and win. 
Well,we are locked in an economic war right now where someone will win 
and someone will lose. And it's fundamentally important that we win. It's 
the most fundamental issue of all ‘in our country. And that's what all 
this is about. I'll try one more and then I've got to go back to work. 


QUESTION: Is GM's refusal to integrate management with the worker down 
on the assembly line--the way you do things at EDS--is that really the 
root of the problem? 


Perot: 


Well, you need to do a lot of symbolic things. You need to send Signals. 
Eliminate everything that is waste. All these things that have nothing to 
do with making a great car--get rid of them. Eliminate everything that 
Separates people. Get rid of it. So far, you've saved money. Eliminate 
anything that makes me different from you. If you were management and I'm 
labor, that's an ego trip for you. But being nailed as labor is not so 
good for me. If you were bonus eligible and I'm hourly, see, and on, and 
on, and on. All these things that separate us--we need to get rid of all 
that and operate as a single unified team and the companies that do it 
are the companies that are winning. And all the Japanese come jnto this 
country and build car plants and do it their way and turn out magnificent 


cars. Now we can too, and we must. 
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QUESTION: What have you decided that EDS employees that move to 
(didn'tunderstand rest of question). 


Oh they're just absolutely rock solid, rock solid. 0.K. No change--no 
change at all. Listen, thank you for coming out, hope you got your 
questions answered, look forward to seeing you. Thank you! 


QUESTION: One other question, um we would like to get some pictures of 
the operation, we'd also like to talk to some average employees. 


Perot: 
Talk to Bill Wright. Say Bill! I Haven't got any average employees. 
No,they're all above it. 


QUESTION: One quick question. Clarification on the resignation. Was it 


asked for or.... 


Perot: 
No, it was just all part of the package. 


QUESTION: But was it specifically asked for? 

Perot: 

They can't ask me to resign from the board. The stock holders elect me to 
the board. 

QUESTION: But did they? 

Perot: 

No! No! It was all just part of the package. No! The inital dollar 


figure? That was not a point. That was never negotiated. That was just 
it. 


QUESTION: $11.3 million--what was that referring to? 


Perot: 
11.3 million shares. 


Zig 
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QUESTION: O.K., plus the notes? 


Perot: 


No, this is Series E stock in EDS. 


QUESTION: What are the quantities of notes that you are referring to? 


Perot: 


Oh lord! The whole series - all of them have notes attached. 


QUESTION: Are they going to write you a check or are you going to be 
paid over a length of time? 


Perot: 


No, it's been paid. It has all been handled by wire. 


QUESTION: Your bank account? Escrow is arranged? Who was the lucky bank 


to get the escrow? 


Perot: 
I think it's at Morgan. It's at Morgan bank right now. That's in New 
York. You know, just to keep it within the city and keep it simple. 


QUESTION: Do you think a lot of large companies/industries are involved 
in the same things--where they just can't move forward in the way that 


you would like? 


Perot: z 
Well, there are too many. We've lost too many industries overseas. You 
look at them. Your shoes are made overseas. Your clothing is made 


overseas. Now, high-tech stuff is being made overseas--and that's no 


good. Now if you could say, “Look. I would rather Create it here than 
mass produce it." I'd say I'd rather do both. But if I had to have one or 
the other, all the jobs are mass product. You see a genius creates 

Stuff. Then thousands of people mass produce it. 
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QUESTION: Just by the very fact that you've gone through this now and 


that you've accepted their offer... 


Perot: 
Well, I've put it up on a table... 


QUESTION: O.K., then is this a vindication of your own theory that these 
industries can't be (didn't understand rest of question). 


Perot: 
I don't know. I haven't reached any conclusions. 


QUESTION: Are you worried abcut it? 


Perot: 
Yes! Yes. Certainly I'm worried about it because it affects so many 


people. 
QUESTION: (didn't understand question) 


Perot: 
Time will tell! It's too soon to tell. We'll see. Hopefully it was 


something constructive, but time will tell. 


QUESTION: The amount of shares and all, really won't have the affect on 
EDS employees, but surely, the criticism that is going around--don‘t you 
think they're a little bit nervous? And what are you going to do? 


Perot: 
No, because I'm not newly controversial. I mean, last year was the 
coaching. You just go back in the old boat. There's always someone 


beating up on me all the time. 
QUESTION: But how are you going to convince them? 


Perot: 
I don't think I have to. We know one another. 
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“QUESTION: Fhe 11<3.mid ld onashances-dasthatenTla cians Cental bought 


from you? 


Perot: 
Yes. 


QUESTION: EDS stocks? 


Perot: 
Yes. 


QUESTION: Did your settlement proclude you from say, somebody else 
trving to take over GM and drafting you back as chairman of the board? 


Perot: 
Well I wouldn't--no. I'ma Texan, I'm not going to Detroit, I've said 
that all along. But, I mean, it wouldn't keep somebody else from.... 
That's an unrealistic scenerio, I have never once entertained the thought 
of any role or position or title or job at General Motors. I can probably 
see it picked out--there is a lot of talent up there--you can fix it. I 
just want to see it done. 


QUESTION: How does this affect the diversification network to get a 
better mix between GM business vs. EDS? 


Perot: 

You know, we continue to press, press, press on our non-SM business. And 
I'll be working full-time on that. 

QUESTION: Are you close to an answer? 

Perot: 

No, No, I'd rather solve them one at a time. We've got. a lot of them out 


there. I'll be totally focused on making sure we sell them. 


QUESTION: In what area? 
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All over, all over. If you put them up on a blackboard, we've got no 
shortage of prospects. My biggest fear is that we have so many that we'll 
get complacent. I really kind of like an environment where we only had 
one and we know if we lose it, well there may not be another one that 
good, but we have got to really, really focus and concentrate not to miss 


some of these. - 
QUESTION: Was there a discussion with USS. Sprints 


Perot: 
Well only in buying things from them. 


QUESTION: Was there any customer...? 


Perot: 
Not to my knowledge. 


QUESTION: Customer relation? 


Perot: 


Yes. 
QUESTION: But not in equity position? 


Perot: 
Frankly I don't know much about it. Ask Bill Wright about what we we're 


doing with Sprint. That's one I don't know much about. 


QUESTION: Are you going to be releasing a copy of the agreement? 


Perot: 
No, I'll let them do that--if they want to release that. I want to leave 


that in their court, so if...leasing agreement, but I don't know if 


they'll want to or not. 
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QUESTION: You said you're not sure that that's the highest use of the 
money or you don't think it's the highest investment? 


Perot: 
Compared to using it to optimize and revitalize the company, I feel very 
comfortable that it is not the highest and best use. \ 


QUESTION: That's why you're giving them two weeks to review? 


Perot: 
Absolutely. 


QUESTION: If you were any man which way...? 


Perot: 
I don't have any idea. I don't want to try to tell them what to 


do--they're the directors. 


QUESTION: Given your previous experience with the board over the past 


two years, what would you guess? 


Perot: 
I just don't know. I don't know - that's a fair question. 


QUESTION: Okay, Mr. Perot you've still got your stake in the company - 
what are you going to do? 


Perot: 

No, not if they don't take it. I wouldn't have a stake, but'I'd have the 
money. I would have the seven hundred million dollars. 

QUESTION: Could you keep your shares and not serve on the board? 

Perot: 


Don*t you guys negotiate with me, if they want to talk, I'll talk to 
them, 
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QUESTION: No I think what we need to find out is if that happened, what 


would your role be then? 


Perot: 
Oh, I don't know, I wouldn't worry about it. You mean if they wanted to 


recind the transaction? 
QUESTION: Exactly. 


Perot: 
Oh, I wouldn't worry about that--I'd just find out what made sense. I 


don't care about roles, I care about results. 
QUESTION: What then would you start doing to get the results you want? 


Perot: 
I'd do whatever I thought was appropriate. 


QUESTION: Such as? 


Perot: 
I don't know, I don't know. We'll just have to see. 


QUESTION: This looks like walking away from a battle which is most 
atypical--what was the reason you did it? 


Perot: 
Well, I've always been intrigued that you'd come to that conclusion. 


QUESTION: GM has said.that they will not take the money back--have they 


essentially fired you? 


Perot: 
They haven't fired me--they can't fire me. And I haven't heard that. If 
they don't want the money back - but I would think they'd want to think 
that through carefully, but that's their perrogative. 


SN 
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QUESTION: 


Are there any copies of that statement you made at the 
beginning? 


Perot: 


Bill, don't you have copies of that first statement? Yes. Yeh, Bill has 
it. Listen, I've got to go to work. Good to see you! 
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Perot’s Employment Agreement 
With Himself States 
EDS Business Ethics 


Original 1962 Employment Agreement Perot composed for 
himself as original employee of EDS. Source: EDS vs. 
Perot, Office of Civil Records, Court of Fairfax County, 
4110 Chain Bridge Rd, Fairfax, VA 22030; 703-591-8507. 


287 


288 


5 Sit a as G éca) DEr-Ex.. +_]4 


| 

| 

| 

Cirentt Court of Fairfax County _ | DATE ,. See | 
4110 Crsin Bridge Raed : JUDGE. | \ 

Feistax, Veginia 22000 EMPLOYMENT AGREEMENT. CHU TO0ESSO | 


@1 


The parties to this contract, Electronic Data Systems Corporation, or any of its 


subsidiaries, herein referred to as "EDS", and__H, R, Ferot 
(Employee), hereby agree as follows: 


as 


en 


The date upon which Employee's employment shall begin is Iune 27, 1962 


Employee will assume responsibilities as President 


: aes 
Employee's compensation shall be $ per , effective the da 
employment with EDS begins, Compensation is confidential and is to be discussed 
only with H, R, Perot, M. A, Hart, I, officers in your division, or your branch 


manager, | 
Employee, during the course of his employment, will work on, and be a part of th 

development of, computer systems for use in processing the work of EDS' custom 

All parts of these computer systems and the related business data are highly confi 
dential. Systems developed by employees of EDS and the systems and business inf: 
mation of EDS shall be, and remain, the exclusive property of EDS. Customer sys 
and business information shall be, and remain, the exclusive property of EDS! cus 
Employee understands and agrees that he shall acquire no rights to any of this info: 
tion. Employee agrees never to reveal the business methods or business secrets 

or those of its customers to anyone other than authorized EDS and customer perso : 
Such business methods and secrets shall include, but not be limited to, programs, | 
systems, trade secrets, inventions, processes, discoveries, financial nora 
pricing policies, names of employees, and all other EDS or customer business an 

technological know-how. - | 


The Employee, as consideration of his employment, and in consideration of all the | 
matter contained in the preceding paragraphs, and the information he will obtain a | 
an employee of EDS, agrees that during the term of this agreement and for a perios 
of three (3) years thereafter, Employee shall not, directly or indirectly, individua) 
Or as an employee, partner, officer, director or stockholder or in any other capac 
whatsoever of any person, firm, partnership or corporation, (i) recruit, hire, ass 
others in recruiting or hiring, discuss employment with, or refer to others concer 
employment, any person who is, or within the preceding twelve (12) months was, 

employee of EDS or any parent, subsidiary, or affiliated company, or of any prese 
prospective or former customer of EDS or any parent, subsidiary, or affiliated 
company, (ii) compete with EDS or any parent, sub sidiary, or affiliated company wi 
two hundred (200) miles of any city in the United States in which EDS or any parent; 
subsidiary, or affiliated company does business, or (iii) use in competition with an 
EDS, or parent, or subsidiary, or affiliated company customer, prospective custo 
or former customer, any of the methods, information, or systems developed by EI 
or any parent, or subsidiary, or affiliated company or<its customers, prospective- 
customers, or former customers within two hundred (200) miles of any city where | 
such customer, prospective customer, or former customer does business, Emplo¢ 
further agrees during the same period not to call upon, solicit, accept employment 
with, sell or endeavor to sell, within the United States any customer, prospective | 
customer, or former customer of EDS, or any parent, subsidiary, or affiliated 
company. The term "prospective customer" ag used herein shall mean such firms 


| 


LO; 


te 


iz. 


. 


rrr oe 


a Gas 
y 


» ‘ ; {~ 
as EDS, or any parert or subsidiary, or affiliated ci pany has actively solicited 


within twelve (12) mot prior to the date of terming yon of Employee's employment 
hereunder. 

oe 
In consideration of employment of Employee by EDS, any and all inventions, improv 
ments, discoveries, processes, programs or systems developed or discovered by 
Employee shall be fully disclosed by him to the President of EDS and the same shall 
be the sole and absolute property of EDS and, upon the request of EDS, Employee 
shall execute, acknowledge and deliver, such assignments, certificates and other 
documents as EDS may consider necessary or appropriate to properly vest all right 
titles and interests therein in EDS, 


Employee understands and agrees that the business ethics of EDS and its parent, 
subsidiary, and affiliated companies and personal standards of its employees 
must, atall times, be above reproach, and the Employee agrees to conduct him- 
self in a manner to reflect credit upon EDS and its parent, subsidiary and affiliated 
companies, Employee understands that his employment by EDS is on full-time 
basis and agrees that he shall not, while employed by EDS, engage in any other 
employment or business venture without the prior written consent of EDS, 


It is the desire and expectation of each party that the employer-employee relation- 
ship shall continue for a substantial period of time and be a pleasant and rewarding 
experience for the parties hereto. However, it is understood that the employment 
relationship and this agreement may be terminated by either party at any time 
provided, however, that all the obligations of the Employee contained herein in 
Paragraphs 4, 5, and 6 shall survive the termination of this agreement. It is 
further agreed that this agreement may be modified or amended only by a written 
instrument executed by EDS and Employee. 


This agreement shall be governed and construed by the laws of the State of Texas, 
Employee agrees that the terms and provisions of this agreement are confidential 
and that he will not disclose any part thereof to any other person without the written 
consent of the President of EDS, 


In the event that Employee is reassigned or transferred to a parent, subsidiary, 

or affiliated company, this agreement shall apply to such reassigned or transferred 
employment and the term ''EDS" herein shall be deemed to include such parent, 
subsidiary, or affiliate, 


Any provision hereunder which contravenes applicable law shall be deemed not to 
be a part of this agreement, 


This agreement shall not be considered valid unless signed by the Employee, an 
Officer of EDS, and another EDS employee, authorized by eo to sign such agreem 


ao. ooo if ve 
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Perot’s Non-Profit Organization 
To Fight Drug Abuse 


Original Articles of Incorporation for Texans’ War On 
Drugs. Source: Texas Division of Corporation, Secretary 
of State, 1019 Brazos, Room 831, Austin, TX 78701; 512- 
463-5586. 


Che State of Texas 


SECRETARY OF STATE 


The undersigned, as Secretary of State of the State of Texas, HEREBY 
CERTIFIES that the attached is a true and correct copy of the following described 
instruments on file in this Office: 


DRUG ABUSE RESEARCH & EDUCATION (DARE) FOUNDATION, INC. 


Articles of Incorporation June 2, 1980 
Change of Registered Office and/or Agent February 8, 1988 


DATE 


“(hy 1dg5e 


IN TESTIMONY WHEREOF, I have hereunto 
signed my name officially and caused to be im- 
pressed hereon the Seal of State at my office in 
the City of Austin, this 


ae 


12th day of _ October _A. D. 19 88 


Perot Fax Service 
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Se hore ae sae f { He xas 
ARTICLES OF INCORPORATION JUN 2 1989 
OF CLERK 1¢ 


Corporation Division 
DRUG ABUSE RESEARCH & EDUCATION (DARE) FOUNDATION, INC. 


We, the undersigned natural persons of the age of eighteen, 
years or more, at least two of whom are citizens of the State of 
Texas, acting as incorporators of a corporation under the Texas 
Non-Profit Corporation Act, do hereby adopt the following Articles 


of Incorporation for -such Corporation. 


ARTICLE I 
NAME 
The name of the Corporation is Drug Abuse Research & Education 


(DARE) Foundation, Inc. 


ARTICEE “LE 
NONPROFIT CORPORATION 


The Corporation is a nonprofit corporation. 


ARTICLE III 
DURATION 


The period of its duration is perpetual. 
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ARTICLE IV 
PURPOSE 

(1) The specific and primary purpose or purposes for which 
the Corporation is organized are to receive and maintain a fund or 
funds of real or personal property, or both, and, subject to the 
restrictions and limitations hereinafter set forth, to use and 
apply the whole or any part of the income therefrom and the 
principal thereof exclusively for the promotion of social welfare 
through the provision of educational programs and services regard- 
ing drug abuse for law enforcement agencies and the general public, 
the conduct of research for the development of new methods and 
techniques for combating drug abuse, the provision of informational 
and program-related assistance for the creation of community 
organizations devoted to the fight against drug abuse, the educa- 
tion of the general public with regard to pending or possible 
legislation and other governmental and civic program needs to 
combat drug abuse, the conduct of efforts for rehabilitation of 
victims of drug abuse and the provision of assistance to public 
agencies and others in the implementation and enforcement of drug- 
related laws, either directly or by contributions to organizations 
that qualify as exempt organizations under Sections 50 be) (3) or 
501(c) (4) of the Internal Revenue Code of 1954, as amended and the 
Treasury Regulations promulgated thereunder as they now exist or as 
“they may hereafter be amended. 
(2) The general purposes and powers are to (i) purchase, 


lease, or otherwise acquire, improve, construct, own, hold, use, 
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maintain, Operate, exchange, encumber, sell, convey, or otherwise 
dispose of, real and personal property of every kind, nature or 
description, as may be necessary or desirable to promote the 
Primary purpose of this ‘Corporation; (ii) to make and perform 
contracts of every kind for any lawful purpose without limit as to 
amount, with any person, firm, association, corporation, munici- 
pality, state, government, agency, or municipal or political sub- 
division; (iii) to have and exercise all the rights and powers 
conferred on non-profit corporations under the Texas Non-Profit 
Corporation Act, as such law is now in effect or may at any time 
hereafter be amended; and (iv) to do all other acts necessary or 
expedient for the administration of the affairs and attainment of 
the purposes of this Corporation. The foregoing statements of 
purposes shall be construed as a statement of both purposes and 
powers, and the purposes and powers stated in each clause shall, 
except where otherwise expressed, be in no way limited or re- 
stricted by any reference to or inference from the terms or 
provisions of any other clause, but shall be regarded as indepen- 
dent purposes and powers. 

(3) Notwithstanding any of the foregoing statements of pur- 
poses and powers, this Corporation shall not, except to an insub- 
stantial degree, engage in any activities or exercise any powers 
that are not in furtherance of the primary purpose of Phi Corpora- 
tion as set forth in Paragraph (1) of this Article IV. No part of 
the net earnings of the Corporation shall ners terebe benefit of 


any Trustee of the Corporation, officer of the Corporation, or any 
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Private individual (except that reasonable compensation may be paid 
for services rendered to or for the Corporation affecting one or 
more of itS purposes). This Corporation is organized pursuant to 
the Texas Non-Profit Corporation Act and does not contemplate 
pecuniary gain or profit to the members thereof, and it is orga- 
nized for non-profit purposes. 

(4) Notwithstanding any other provisions of these Articles of 
Incorporation, the Corporation shall not conduct or carry on any 
activities not permitted to be conducted or carried on by an 
Organization exempt from taxation under Section 501l(c) (4) of the 
Code and its regulations as they now exist or as they may hereafter 
be amended, and the Corporation shall not participate “in, or 
intervene in (including the publication or distribution of state- 
ments) any political campaign on behalf of any candidate for public 
office. 

(S) Upon dissolution of the Corporation or the winding up of 
its affairs, the assets of the Corporation shall be applied and 
distributed as follows: 

(i) All liabilities and obligations of the Corporation 
shall be paid, satisfied and discharged; provided, however, in 
the event its property and assets are not sufficient to 
satisfy or discharge all the Corporation's liabilities and 
obligations, the Corporation shall apply them so far as they 
will go to the just and equitable payment of the liabilities 


and obligations; 


Lesko’s Get-To-Know Perot Fax Service 


For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


Giri) Assets held by the Corporation upon condition 
requiring return, transfer or conveyance, which condition 
occurs by reason of the dissolution, shall be returned, trans- 
ferred, or conveyed in accordance with such requirements; and 

(304535) The remaining assets held by the Corporation, ry 
any, shall be distributed to one or more of the following 
categories of recipients, as the Board of Trustees’ shall 
determine: (a) a non-profit organization or organizations 
that may have been created to succeed the Corporation, as long 
as such organization or each of such organizations shall 
qualify as an organization described in Sections 501(c)(3) or 
901(c) (4) of the Internal Revenue Code of 1954 as it may be 
amended from time to time, and/or (b) a non-profit organi- 
zation or organizations having similar aims and objects as the 
Corporation and which may be selected as an appropriate 
recipient of such assets, as long as such organization or each 
of such organizations shall qualify as an organization 
described in Sections 501(c) (3) or 501(c) (4) of the Internal 


Revenue Code of 1954 as it May be amended from time to time. 


ARTICLE V 
INITIAL REGISTERED OFFICE AND AGENT 
The street address of the initial registered office of the 
Corporation is 7171 Forest Lane, Dallas, Texas, and the name of its 


initial registered agent at such address is Thomas W. Luce, III. 
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ARTICLE VI 
BOARD OF TRUSTEES 
The number of trustees constituting the initial Board of 
Trustees of the Corporation is three, and the names and addresses 
of the persons who are to serve as the initial trustees are: 
Name Address 


H. Ross Perot 7171 Forest Lane 
Dallas, Texas 75230 


Thomas J. Marquez 7171 Forest Lane 
Dallas, Texas 75230 


Thomas W. Luce, III 7171 Forest Lane 
Dallas, Texas 75230 


ARTICLE VII 
INCORPORATORS 
The name and street address of each incorporator is: 
Name Address 


H. Ross Perot 7171 Forest Lane 
Dallas, Texas 75230 


Thomas J. Marquez 7171 Forest Lane 
Dallas, Texas 75230 


Thomas W. Luce, III 7171 Forest Lane 
Dallas, Texas 75230 


ARTICLE VIII 
ADDITIONAL PROVISIONS 
(1) This Corporation shall have no members. 
(2) A sale, lease or exchange of all, or substantially all, 
of the property and assets of the Corporation shall be authorized 


only on a vote of two-thirds of the Trustees then in office. 
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IN WITNESS WHEREOF, we have hereunto set our hands, this 19th _ 


day of Wiay , 1980. 


Thomas W. Luce, III 


STATE OF TEXAS ) 


COUNTY OF DALLAS ) 


Ty LM Fut , a notary public, do hereby 


certify that on this 19th day of [Mee , 1980, personally 


appeared before me H. Ross Perot, Thomas J. Marquez and Thomas W. 
Luce, III, who each by me first duly sworn, severally declared that 
they are the persons who signed the foregoing document as incor- 
porators, and that the statements therein contained are true. 


IN WITNESS WHEREOF, I have hereunto set my hand and seal the 


Notary Public in and ‘for 
Dallas County, Texas 


ig COMIN EIB EK UifMcy “Oya ae 


day and year above written. 


{ SEAL] 
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NON-PROFIT | | 
FILING FEE - $5.00 cee 

In the Office of the 
STATEMENT OF CHANGE OF REGISTERED Secretary of State of Texas 
OFFICE OR REGISTERED AGENT OR BOTH . 
BY A TEXAS NON-PROFIT CORPORATION FEB 0 81988 


Clerk II-G 


1, The name of the corporation is Drug Abuse Research & EducKerporationseptiGipundation, 
ince a.k.a Texans' War on Drugs 


2. The address, including street and number, of its present registered office 
as shown in the records of the Secretary of State of the State of Texas before 
filing this statement is 7171 Forest Lane 

Dallas, TX 75230 


3. The address, including street and number, to which its registered office is 
to be changed is 11044—-D Research Blvd. #200 
Austin, TX 78759 


(Give new address or state "no change") 


4, The name of its present registered agent, as shown in the records of the 
Secretary of State of the State of Texas, before filing this statement is 
Thomas W. Luce, III 


5. The name of its new registered agent is 
Robinson Risner 


(Give new name or state "no change") 


6. The address of its registered office and the address of the business office 
of its registered agent, as changed, will be identical, 


7. Such change was authorized by: (Check One) 
Xx A. The Board of Directors, 


B. An officer of the corporation so authorized by the Board of 
Directors. 


C. The members of the corporation in whom management of the 
corporation is vested pursuant to article 2.14C of the 
Non-Profit Corporation” 


Sworn to 2/2/88 


(date) 


Kole (. Ligaen 
ko’s Get-To-Know Perot Fax Service ‘Ot#"y Public 


« : County, Texas 
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Agreement With General Motors 
Makes Perot $700 Million 


1986 Stockholders Agreement outlining Perot’s sale of 
EDS to GM. Source: EDS vs. Perot, Office of Civil 
Records, Court of Fairfax County, 4110 Chain Bridge 
Road, Fairfax, VA 22030; 703-591-8507. 


COstiéOssw eal Th OF Wiacina 


Cirmrit Court of Fairfax County 


4110 Chain Bridge Rosd 
Feirtax, Virginia 22000 
631-4155 


STOCKHOLDER AGREEMENT 
ee AGREEMENT 


AGREEMENT, dated the ist day of December, 1986, by and between Henry Ross 
Perot (the "Stockholder”), Electronic Data Systems Corporation, a Texas corporation (the 


"Subsidiary") and General Motors Corporation, a Delaware corporation (the "Parent", 


WITNESSETH: 

WHEREAS, for the consideration hereinafter provided, the Stockholder wishes to sell to 
the Parent, and the Parent wishes to repurchase from the Stockholder (i) 6,863,294 shares 
(the Shares") of the Parent's Class E Common Stock, par value $0.10 per share (the 
"Common Stock") and (ii) Nos. N001 (the "Notes") of the Parent's Contingent Notes Due 
1991 representing an aggregate of 6,863,294 Note Factors, which Notes were issued by the 
Parent in connection with the issuance of the Shares (the Shares and the Notes being 
collectively referred to herein as the "Securities"); and 


WHEREAS, the Stockholder, the Subsidiary and the Parent wish to enter into certain other 
agreements with respect to the further acquisition by the Stockholder of the Company's 
Voting Securities (as defined herein), with respect to the Stockholder's positions as a 
director of the Parent, as a director and officer of the Subsidiary and as a director or 
officer of certain other direct or indirect subsidiaries of the Parent (the Parent, the 
Subsidiary and all such other subsidiaries being collectively referred to herein as the 
"Company"); and 


WHEREAS, the Stockholder and the Subsidiary wish to enter into certain further 
agreements regarding transition assistance, non-competition and certain other matters; 


fur) pEP-2x. #, 
DATE =\ Se 
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NOW, THEREFORE, the parties hereto agree as follows: 


Purchase and Sale of the Securities. The Stockholder hereby agrees to sell the 

Securities to the Parent, and the Parent hereby agrees to purchase the Securities 

from the Stockholder. Such sale and repurchase shall take place at 12:00 noon, 

Dallas time, on December 1, 1986 at the Dallas offices of the Subsidiary (or, if the 

parties so agree, at another time, date or place) (the "Closing"). At the Closing the 

Stockholder shall deliver to Parent (i) certificates representing the Shares, duly 

endorsed, or accompanied by stock power(s) duly executed in blank and (ii) the 

Notes. The Parent shall pay to the Stockholder $33.00 for each Share. The Parent 

shall prepay the Notes as follows: (a) reduce the $62.50 utilized in computing the 

Principal Amount of the Notes to $56. 50; (b) fix the Average Market Price per 
Share of Class E Stock at $33.00; and (c) compute the Special Interest under 
Section 6 of the Notes on the basis of the 1986 federal income tax rates. As a 
result the Parent shall pay to the Stockholder $23. 50 of Principal Amount plus 
$5.40 of Special Interest, resulting in an aggregate payment of $28.90, per Note 
Factor. Under this Paragraph 1, therefore, the Parent shall pay to the Stockholder 
an aggregate of $424,837,898.60 at the Closing. The parties agree that, under the 
Internal Revenue Code (the "Code"), a portion of the payment equal to $14.40 per 
Note Factor ($28.90 total payment minus $14. 50 “issue price" under the Code) is 
original issue discount income and expense. The parties shal] consistently treat 
exactly $14.40 per Note Factor as original issue discount (or interest) for federal 
income tax purposes, including all federal income tax returns and information 
reports. <All amounts under this Paragraph 1 shall be payable on the date of the 
Closing by wire transfer in immediately available funds to such account as the 
Stockholder shall designate at least one business day in advance by notice to the 
Treasurer of the Parent. 


Vested Stock Incentive Awards. Any and all restrictions om the feansfer by the 
Stockholder of the Shares pursuant to any stock incentive plan or restricted stock 
agreement of the Company are hereby waived. 
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3. No Further Rights in Securities. The Stockholder agrees that, notwithstanding that 


he may still be the record or beneficial Owner of the Shares, from and after the 
date hereof he shall have no further rights with respect to the Securities or as a 
stockho.der of the Parent (including the right to vote or receive dividends), excent 
(i) the right to receive the purchase price of the Securities in accordance with 
paragraph l hereof, and (ii) the right to receive payments of dividends (the 
"Dividend Payments") with respect to the Shares to the extent declared but unpaid 
prior to the date hereof. The Stockholder agrees promptly to return to the Parent 
any payment of dividends with respect to the Shares which he may receive after 
the date hereof, other than the Dividend Payments. 


4. Representations and Warranties of the Stockholder. The Stockholder represents 


and warrants to the Parent and the Subsidiary as follows: 


(a) the Securities represent all securities of or other interests in the Company 


beneficially owned by the Stockholder; 


(b) this Agreement is a valid and binding agreement of the Stockholder 
enforceable against him in accordance with its terms, and the execution of 
this Agreement by the Stockholder does not, and the performance by him of 
his obligations hereunder will not, constitute a violation of, conflict with or 
result in a default under, any contract, commitment, agreement, 
understanding, arrangement or restriction of any kind by which the 
Stockholder or any of his affiliates is bound; and 


(¢) the Stockholder has valid and marketable title to the Securities free and 
clear of all claims, liens, charges, encumbrances and security interests, and 
the transfer of the Securities to the Parent hereunder will pass good and 
marketable title to the Securities, free and clear of any claims, liens, 
charges, encumbrances and security interests. 


5. Representations and Warranties of the Parent and the Subsidiary. Each of the 


Parent and the Subsidiary represents and warrants that, subject to receipt of the 
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Board approvals referred to in Section 16, such party is duly authorized to execute, 
deliver and perform this Agreement, this Agreement is a valid and binding 
agreement of such partv enforceable against it in accordance with its terms, ana 
the execution of this Agreement by such party does not, and the performance ov 
such party of its obligations hereunder will not, constitute a violation of, conflict 
with or result in a default under, any statute, regulation, contract, commitment, 
agreement, understanding, arrangement or restriction of any kind to which such 
Party is subject or is a Party or by which it is bound. 


Future Actions bv the Stockholder. The Stockholder agrees that for @ period of 
SY tne StOckholde 


five (5) years after the date hereof neither the Stockholder nor any of his affiliates 
will, direetly or indirectly, without in each instance the prior written consent of 
the Parent expressed in a resolution duly adopted by the Board of Directors of the 
Parent: 


(a) solicit any proxies, under any circumstances, for any matter whatsoever 
with respect to any class of capital stock or other securities of the Company 
which is then entitled to vote in the election of directors OF on any other 
matter (the "Voting Securities"), or become a "participant" in any "election 
contest" relating to the election of directors of the Parent (as such terms 
are used in Rule 14a-11 of Regulation 14A under the Securities Exchange 
Act of 1934, as amended (the "Exchange Act")), or seek to advise or 
influence any person with respect to the voting of any Voting Securities of 
the Company on any matter whatsoever; 


(b) act together with any other person for the purpose of acquiring, holding, 
voting or disposing of any Voting Securities of the Company or any options 
or other rights to acquire any such securities; 


“(e) purchase or otherwise acquire, or offer, propose or agree ‘to purchase or 


otherwise acquire, or advise, encourage or assist in the acquisition of, any 
Voting Securities of the Company or options or rights to acquire any such 
securities; or 
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(d) act alone or together with any person to acquire, or propose a business 
combination with, the Company, or to control or influence the management, 
the Board of Directors or policies of the Company. 


Positions. The Stockholder hereby resigns, effective immediately, from any and all 


directorships, Offices, and other positions, with the Company. The Stockholder 
shall assume the Permanent title of Founder. The Stockholder agrees, for as long 
as requested by the Subsidiary, to assist the Subsidiary in Marketing efforts and 
motivating its employees to maintain the Subsidiary's standards of excellence. For 
SO long as the Stockholder provides such assistance, he will retain his present 
offices at the Subsidiary and shall be allowed to continue his current rental of 
office space for his staff and utilization of corporate aircraft. If, in the future, 
this assistance is not requested, the Stockholder will relocate his office space 
within six (6) months thereafter. | 


Orderly Transition. Z 
Ey i ransition 


(a) The Stockholder agrees (i) to cooperate with and take all reasonable steps to 
assist the Company in assuring an orderly transition following the 
Stockholder's resignation from the Company and (ii) not to make any public 
Statement which has or may be reasonably expected to have the effect of 
disparaging the reputation or business of the C “1pany or any of its officers. 
Clause (ii) shall apply only to statements Specifically in reference to the 
Company, members of its management, or the domestic automotive 
industry, not general statements concerning political, economic, business or 
Other issues. 


(b) Without limiting the generality of the foregoing, the Stockholder and the 
Company agree to limit any public speech or public comments on any matter 
regarding this Agreement to be consistent with the form of press release 
attached hereto. 
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(ce) Each of the Parent and the Subsidiary agr2es to cooperate with and take ai] 
reasonable steps to assist the Stockholder in effecting in an orderly manner 


his resignation. 


(d) The Company agrees not to make, and not to permit any of its officers to 
make, any publie statement which has or may be reasonably expected to 
have the effect of disparaging the reputation or business of the Stockholder. 
Any violation of this Paragraph 8(d) by any person shall be treated as a 
violation by the Parent, regardless of whether the Parent knew of or was 
involved in such violation. 


Trade Secrets. The Stockholder acknowledges that, in connection with the 
positions held by him with the Subsidiary, he may have had access to, and may have 
obtained knowledge of, information which, under common law, would constitute 
"trade secrets" of the Subsidiary or its customers or suppliers (which trade secrets, 
if any, are hereinafter called "Confidential Information"), The Stockholder further 
acknowledges that disclosure of any such Confidential Information could be 
injurious to the business of the Subsidiary and that disclosure of Confidentia! 
Information of the Subsidiary's customers or suppliers could damage the 
Subsidiary's relationships with such Customers and suppliers and, in some cireum- 
stances, may result in the Subsidiary breaching an agreement with a person 
supplying Confidential Information to the Subsidiary requiring that the Subsidiary 
bind its employees not to disclose such Confidential Information and not to use it 
except for the benefit of the Subsidiary and/or such person. Accordingly, the 
Stockholder agrees that he will not use or disclose any Confidential Information 
obtained by him in the course of his employment with the Subsidiary. Confidential 
Information shall not include any information which (i) does not constitute a "trade 
secret” under common law, or (ii) has been published in a form generally available 
to the public, provided, however, that information shall not-be deemed to have 
been published merely because individual portions of the information have been 
separately published or disclosed, but only if all the material features comprising 

such information have been published in combination. 
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Noncompetition. 


(a) 


(b) 


(e) 


Stockholder shall not during the period commencing with the date hereof 
and ending three (3) years from such date, directly or indirectly, either 
himself or for any other person, Partnership, corporation, company or entity, 
Participate (as defined Below) in any enterprise involved in the business of 
providing to Customers, for a profit, data processing or other services of the 
nature presently provided by the Subsidiary in any territory where the 
Subsidiary is engaged in such business. For purposes of this Agreement, the 
term "participate" means lending one's name to, acting as consultant or 
adviser to, or acquiring any direct or indirect interest in any enterprise, 
whether as Stockholder, Partner, officer, director, employee or otherwise 
(other than by Ownership of less than five Percent of the stock of a publiely- 
held corporation). Stockholder agrees that this covenant is reasonable with 
respect to its duration, geographical area and scope. 


During the above-described noncompetition period, the Stockholder shall not 
hire any employee of the Company, or in any way interfere with the 
relationship between the Company and any of its employees, provided, 
however, that (i) the Stockholder may seek to hire or hire any of the persons 
listed on Exhibit A attached hereto (provided that each such person hired 
shall have entered into an Ancillary Agreement in the form of Exhibit B 
attached hereto) or any Person whose employment with the Company is 
involuntarily terminated, and (ii) after 18 months from the date hereof, the 
Stockholder may seek to hire or hire any person to engage in any activities 
outside the prohibitions of Paragraph 10(a). 


If the scope of any provision contained in this Agreement is too broad to 
permit enforcement of such provision to its full extent, then such provision 
shall be enforced to the maximum extent permitted by law, and the 
Stockholder hereby consents that such scope may be modified accordingly in 
any proceeding brought to enforce such provision. 
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Arbitration Procedure. The parties hereto agree to submit to arbitration any 
disputes which may arise out of Paragraphs 8(a)ii) or 8(d) (the "Applicable 
Paragraphs") of this Agreement regarding any alleged violations. The arbitration 
procedure set forth in this Paragraph 11 is to be the sole and exclusive method for 
resolving any such disputes and remedying any alleged violations of the Applicable 
Paragraphs, and no party shall commence any litigation on the basis of any alleged 
violations of the Applicable Paragraphs except litigation to enforce any arbitral 
award made pursuant to the arbitration procedure set forth in this Paragraph. 
Nothing in this Paragraph 11, however, shall be construed as abrogating or limiting 
the rights of any person to commence litigation and recover damages on the basis 
of any alleged slander or libel by any party hereto. The parties hereby agree and 
acknowledge that this Agreement evidences a transaction involving commerce 
within the meaning of 9 U.S.C. §1 and 2, and that any arbitral award hereunder 
will be governed by, and may be enforced pursuant to, 9 U.S.C. § 1 et seq. 


(a) In the event that any party determines that a dispute exists arising out of 
the Applicable Paragraphs, regarding their interpretation, or that there has 
been a violation of the Applicable Paragraphs, such party shall deliver a 
written notice to each other party specifying the dispute or violation and 
requesting a meeting to attempt to resolve the same. If no such resolution 
is reached within ten business days after such delivery, the party delivering 
such notice of dispute or violation may commence arbitration hereunder by 
delivering to each other party hereto, and to the Initial Arbitrators, a 
Notice of Arbitration. Such Notice of Arbitration shall specify the matters 
as to which arbitration is sought, including any alleged violations of the 
agreement, and shall specify the amount and nature of any damages sought 
to be recovered as a result of any alleged violation. 


(b) There shall be three arbitrators. The Initial Arbitrators shall be 
(i) Thomas W. Luce, III, 1000 Dallas Building, Dallas, Texas 75201, or such 
other person as shall be designated in writing by the Stockholder; and 
(ii) Elmer Johnson, General Motors Building, Detroit, Michigan 48202, or 
such other person as shall be designated in writing by the Parent. The third 

tty 'N 
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(d) 


arbitrator shall be an individual chosen by the Initial Arbitrators within ten 
Ousiness days after their receipt of a Notice of Arbitration. If the Initial 
Arbitrators are unable to agree upon a choice for a third arbitrator, the 
third arbitrator shall be a qualified business lawyer who has not previously 
provided lega) services to the Company or the Stockholder, and who snall be 
chosen by the then-current President of the American Bar Association. 
Reasonable fees and costs of the third arbitrator shall be advanced by the 
party delivering the Notice of Arbitration, and shall be borne by the party or 
parties not prevailing in the arbitration, as determined by the arbitrators. 


The arbitration shall be conducted informally and confidentially under the 
Rules of the American Arbitration Association except as modified by the 
agreement of the parties. The arbitrators shall so conduct the arbitration 
that an arbitral award (the "Arbitral Award") is made no later than six 
months after the delivery of the Notice of Arbitration. An original of the 
Arbitral Award shall be delivered to each party Promptly after it is made. 
The Arbitral Award need not be unanimous but must be agreed upon and 
signed by at least two of the three arbitrators. There shall be no appeal 
from or reexamination of the Arbitral Award, except to correct manifest 
clerical errors. 


The arbitrators may fix the amount of the Arbitral Award in their 
discretion, provided that the Arbitral Award in each case shall be fixed at 
no less than $1.0 million (or such lesser amount as shall remain under the 
Maximum Damages, as defined below) and no more than $7.5 million. The 
party delivering the Notice of Arbitration shall not be required to prove 
actual damages but merely to establish a violation of the Applicable 
Paragraph. In fixing the amount of the Arbitral Award, the arbitrators shall 
take into account the gravity of the violation in light of the purposes of this 
Agreement. There shall be an absolute aggregate limit (the "Maximum 
Damages") of $7.5 million on the total awards that may be payable, under 
this Paragraph 11 and the identical paragraphs of the similar Stockholder 
Agreements executed by the persons listed in Exhibit C hereto (the "Other 
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Stockholders"), by the Company on the one hand or by the Stockholder and 
the Other Stockholders on the other hand. In the event that either (i) the 
Company, or (ii) the Stockholder and the Other Stockholders, shall have paid 
the Maximum Damages, such party shall have no further liability for 
violations of the Applicable Paragraphs. No remedy other than damages and 
declaratory relief shall be sought or awarded with respect to the Applicable 
Paragraphs. 


(e) If any party shall fail to pay the amount of any Arbitral Award against it 
within ten (10) days of the delivery to such party of such Arbitral Award, 
the unpaid amount shall bear interest from the date of such delivery at the 
lesser of (i) the prime rate of interest announced by Bank of America, N.A., 
in effect from time to time (which rate shall be adjusted on the effective 
date of each change in such prime rate) plus 2.00%, or (ii) the maximum rate 
permitted by law. Interest on any such unpaid amount shall be compounded 
semi-annually, computed on the basis of a 360-day year consisting of twelve 
30-day months and shall be payable on demand. In addition, such party shall 
promptly reimburse the other party for any costs or expenses of any nature 
whatsoever (including all attorneys’ fees) incurred in seeking to collect such 
Arbitral Award. 


Indemnification. The Parent shall, to the extent permitted by law, indemnify and 
hold harmless the Stockholder with respect to all suits, claims, investigations, 
liabilities, judgments, settlements, costs and expenses of any kind (including 
reasonable attorneys’ fees and costs of litigation) ("Liabilities") arising out of or 
relating in whole or in part to the execution or performance of this Agreement or 
any actions to be taken pursuant to this Agreement. Within said limitations the 
foregoing shall include, but not be limited to, all Liabilities purportedly asserted on 
behalf of the Parent and/or the Subsidiary, and shall include all Liabilities allegedly 
arising out of any negligence or gross negligence of the Stockholder, but shall 
exclude any Liability directly asserted by the Parent or the Subsidiary for alleged 
breach of this Agreement. The Stockholder shall promptly notify the Parent and 


the Subsidiary in writing of any such Liability asserted against him. The Parent 
bat. \ 
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shall be entitled to participate in the defense of any suit or claim and, to the 
extent it wishes and at its own expense, to assume and control the defense thereof, 
with counsel reasonably acceptable to the Stockhoider. Regardless of whether the 
Parent assumes or controls the defense of such suit or claim, the Stockholder shail 
have the right to select counsel of his choice to advise him respecting any suit or 
claim, and the reasonable fees and costs incurred in such representation shall be 
advanced by the Parent to the Stockholder as incurred. The Parent, the Subsidiary 
and the Stockholder shall cooperate in the defense of any such suit. The Company 
shall, for three years after the Closing, maintain officers' and directors' liability 
insurance with respect to actions and omissions occurring on the date of or prior to 
the Closing covering the Stockholder and his successors and assigns to the same 
extent as any other officer or director of the Company. This Paragraph shall not 
limit any other rights the Stockholder may have. 


Third Parties. This Agreement is not intended to inure to the benefit of any 
persons not parties hereto, except that this Paragraph 13 is made for the benefit of 
the third parties referred to in this Paragraph 13 and may be enforced directly by 
them. 


(a) The shares of common stock received by the persons listed in Exhibit D 
pursuant to Section 1.06(d) of the Agreement and Plan of Merger dated as of 
August 13, 1984, among the Parent, the Subsidiary and EDS Acquisition 
Corporation, which are "Unvested Stock" within the meaning of the 
Subsidiary's 1977 Stock Incentive Plan shall, subsequent to the date hereof, 
not be subject to any forfeiture or right of repurchase unless the holder 
voluntarily terminates employment or his employment is terminated as a 
result of conduct injurious to the Subsidiary involving gross negligence or 
moral turpitude. Termination of employment shall not be considered 
voluntary if the holder is otherwise required to relocate from his home 
(other than to the Detroit, Michigan, or the Dallas, Texas, metropolitan 
areas), or to accept a reduction in his compensation. 


(b) In any case where the Stockholder may hire an employee of the Company 
without violating Paragraph 10(b) hereof, the employee may accept such 


Lesko’s Get-To-Know Perot Fax Service 
cE 
For more information on 
Lesko’s Info-Power call 1-800-955-POWER 


14. 


£6: 


1G 
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position without any liability or forfeiture under any noncompetition or 
other restrictive agreements with the Company. The Company waives ard 
cancels any prior restrictions on any employee to the extent such 


restrictions are inconsistent herewith. 


Expenses. All expenses (including reasonable attorneys' fees) incurred in 
connection with the negotiation and execution of this Agreement by the 


Stockholder shall be paid by the Subsidiary. 


Definitions. As used in this Agreement: 


(a) the term "affiliate" shall have the meaning assigned to it in Rule 405 under 
the Securities Act of 1933, as amended; and 


(b) the term "beneficially owned" shall have the meaning assigned to it in 
Rule 13d-3 under the Exchange Act. 


Effective Time. This Agreement (a) shall only become effective in the event that 
the Board of Directors of each of the Parent and the Subsidiary shall approve this 
Agreement, and (b) shall become effective upon such approval and upon execution 
by the parties. The Parent and the Subsidiary shall submit this Agreement to their 
respective Boards of Directors for approval on December i, 1986, and shall 
promptly advise Stockholder of the action respecting this Agreement taken by such 


Boards of Directors. 


Governing Law. This Agreement shall be governed by and construed in accordance 
with the laws of the State of Delaware. 


Counterparts. This Agreement may be executed in several counterparts, each of 
which shall be deemed an original, but all of which together shall constitute one 


and the same instrument. 
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Captions. The paragraph captions herein are for convenience of reference only, do 


not constitute part of this Agreement and shall not be deemed to limit or otherwise 


affect any of the provisions hereof. 


Modification and Amendment. This Agreement shall not be modified or amended 
— ne Amendment 
except pursuant to an instrument in writing executed on behalf of each of the 


parties hereto. 


Entire Agreement. This Agreement constitutes the entire agreement, and 
supersedes all other prior agreements and understandings, both written and oral, 


between the parties with respect to the subject matter hereof. 


Assignment. This Agreement shall be binding upon, inure to the benefit of and be 
enforceable by and against the parties hereto and their respective successors and 
assigns, provided, however, that no Party may assign its obligations under this 


Agreement. 


Separabilitv. All provisions of this Agreement shall be considered as separate 
terms and conditions and in the event any one shall be held illegal, invalid or 
unenforceable, all other provisions shall be enforced as if the illegal, invalid or 


unenforceable provision were not a part of this Agreement. 
Covenants of Parent. The Parent covenants as follows. 


(a) The Parent reaffirms and agrees to comply with its covenant set forth in 
Section 4.14(c) of the Agreement and Plan of Merger. 


(b) The Parent will continue to comply with the terms of the Master Agreement 
respecting the Subsidiary's services to the Parent, and will implement the 
pricing guidelines previously agreed to by the respective Presidents of the 


Parent and the Subsidiary. 
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(¢) For so long as any shares of the Common Stock remain outstanding, the 
Parent will continue the existence and responsibilities of the Common Stocx 
Classification Oversight Subcommittee of the Audit Committee of its Board 
of Directors and such Subcommittee shall conduct an annual review to 
cetermine whether the Parent is in compliance with this Paragraph 24 in all 
material respects. In conducting such review, the Subcommittee shall meet 
with the managements of the Parent and of the Subsidiary, and shall submit 
a written report of its findings to the Board of Directors of the Parent. 


(d) The parties agree that the foregoing are independent covenants and that any 
violation of such covenants shall not affect the enforceability of any other 


provision of this Agreement. 


Remedies. The Stockholder and the Parent each acknowledge and agree that the 


other party would be irreparably damaged in the event that any of the provisions of 
this Agreement were not performed by the other in accordance with their specific 
terms or were otherwise breached. It is accordingly agreed that, except as 
Provided in Paragraph 11, each Party shall (in addition to any other remedy to 
which such party may be entitled, at law or in equity) be entitled to an injunetion 
or injunctions to redress breaches of this Agreement and to specifically enforce the 
terms and provisions hereof in any action instituted in any court of the United 
States or any state thereof having jurisdiction. 


Aircraft Option. The Stockholder shall have the option to purchase at fair market 
value any one or two of the corporate aircraft of the Subsidiary at any time within 
90 days of the date hereof. 


IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the 
Stockholder and duly authorized officer of the Parent and the Subsidiary as of the date 
first above written. 
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Henry Ross Perot 


GENERAL MOTORS CORPORATION 


By: 


Its: 


Attest: 


ELECTRONIC DATA SYSTEMS CORPORATION 
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Henry Ross Perot 


GENERAL MOTORS CORPORATIO \ 


Its: C Oe ern : 
OFA S ws Tta1e . 


ELECTRONIC DATA SYSTEMS CORPORATION 


PMB n Sieh als hele ne APS Rs ie Ae 
Its: 
— 
Attest: 
——————— 
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Perot Systems Has 54 Creditors, 
Despite Original Goal of 
Being Debt Free 


1992 Uniform Commercial Code report showing list of 
creditors to whom company owes money. Source: UCC, 
Office of the Secretary of State, P.O. Box 13193, Capitol 
Station, Austin, TX 78711; 512-475-2705. 


317 


The irs of ‘Texas 
Decretary of State 


CERTIFICATE REQUESTED ON THE BUSINESS NAME JUNE 12% 1992 = 
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FINANCING STATEMENT NUMBER 89-00166288 FILED ON JULY 24, 1989 AT 02254 PM 
DEBTORS PEROT SYSTEMSs 1780 JAY ELL DR»y RICHARDSON TX 75244 


SECURED PARTY: IBM CORPORATION BRANCH OFFICE 121 
1605 LBJ FWYs DALLAS TX 75234 


FINANCING STATEMENT NUMBER 89-00168627 FILED ON JULY 242 1989 AT 08200 AM 
DEBTOR: PEROT SYSTEMS», 1780 JAY ELL DRIVEs RICHARDSON TX 75081 
SECURED PARTY: 18M CREDIT CORPORATION, 290 HARBOR DRIVE, STAMFORD CT 06904 

FINANCING STATEMENT NUMBER 89-06176159 FILED ON AUGUST 39 1989 AT 08:00 AM 
DEBTORS PEROT SYSTEMS» 5CO NCRTH AKARD,s DALLAS TX 75201 
SECURED PARTY: I8M CREDIT CGRPGRATIONy, 290 HARBOR DRIVE®s STAMFORD CT 06904 

FINANCING STATEMENT NUMBER 89-00176160 FILED ON AUGUST 3% 1989 AT 08200 AM 
DEBTOR: PEROT SYSTEMS» 1780 JAY ELL DRIVEs RICHARDSON TX 75081 
SECURED PARTY: I8” CREDIT CORPORATION: 290 HARBOR ORIVE®s STAMFORD CT 06904 

FINANCING STATEMENT NUMBER 89-00176161 FILED ON AUGUST 3, 1989 AT 08200 AM 
DEBTOR: PEROT SYSTEMSs 2551 ELM STREET: DALLAS TX 75226 
SECURED PARTY: 18M CREDIT CORPORATIONs 290 HARBOR ORIVEs STAMFORD CT 06904 

FINANCING STATEMENT NUMBER 89-00176162 FILED ON AUGUST 339 1989 AT 08300 Af 
DEBTOR: PEROT SYSTEMS, 1780 JAY ELL DRIVEs RICHARDSON TX 75081 
SECURED PARTY: I8M CREDIT CORPORATION» 290 HARBOR DRIVEs STAMFORD CT 06904 

FINANCING STATEMENT NUMBER 89-00195671 FILED ON AUGUST 28s 1989 AT 08:00 AM 


DEBTOR: PEROT SYSTEMS CORPGRATION 
1595 SPRING HILL RD SUITE 777s VIENNA VA 22182 


SECURED PARTY: MITEL FINANCE CORPORATION 
5400 BROKEN SOUND BLVD Nw» BOCA RATON FL 33487 


FINANCING STATEMENT NUMBER 89-00215594 FILED ON SEPTEMBER, 25% 1989 AT 68:00 


DEBTORS: PEROT SYSTEMS INC 
5001 SPRING VALLEY NO 92029 DALLAS TX 75244 


SECURED PARTY: BUSINESS CREDIT LEASING INC 
115 WEST CCLLEGE DRIVE», MARSHALLMN 56258 


FINANCING STATEMENT NUMBER 89-00216479 FILED ON SEPTEMBER 25% 1989 AT 08:00 


DEBTOR: PEROT SYSTEMS CORPORATION 
1595 SPRING HILL RCAD» VIENNA VA 22180 


SECURED PARTY: LEASETEC INCOME FUND 
1440 MARIA LANE SUITE. 2009 WALNUT CREEK CA 94596 
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The Pai of Cexas 
Hecretary of State 


Seat Si ON THE BUSINESS NAME JUNE 12% 1992 = 


SECURED PARTY: SOCIETE GENERALE FINANCIAL CORP 
50 ROCKEFELLER PLAZAy NEW YORK NY 10020 


ASSIGNMENT FILED ON OCTOBER 20% 1989 AT 8300 AM 
ASSIGNEE: SOCIETE GENERALE FINANCIAL CORP 
50 ROCKEFELLER PLAZA, NEW YORK NY 10020 
FINANCING STATEMENT NUMBER 89-00216480 FILED ON SEPTEMBER 25, 1989 AT 08:00 


DEBTOR: PEROT SYSTEMS CORPORATION 
1595 SPRING HILL ROAD» VIENNA VA 22180 


SECURED PARTY: CAPITAL ASSOCIATES INTERNATIONAL INC 
31 E PLATTE AVENUE, COLORADO SPRINGS CG 80903 


FINANCING STATEMENT NUMBER 89-00216481 FILED ON SEPTEMBER 25% 1989 AT 08200 


DEBTOR: PEROT SYSTEMS CCRPORATION 
1595 SPRING HILL ROAD, VIENNA VA 22180 


SECURED PARTY: LEASETEC INCOME FUND Y¥ 
1440 MARIA LANE SUITE 2009 WALNUT CREEK CA 94596 


FINANCING STATEMENT NUMBER 89-00221079 FILED CN SEPTEMBER 29, 1989 AT 08200 


DEBTOR: PEROT SYSTEMS CORP 
5001 SPRING VALLEY RD STE 920c% DALLAS TX 75244 


SECURED PARTY: CIT GROUP, 2110 WALNUT HILL LANE» IRVING TX 75038 
FINANCING STATEMENT NUMBER 89-00225157 FILED GN CCTOBER 5s 1989 AT 08200 AM 


DEBTOR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY DRIVEs DALLAS TX 175244 


SECURED PARTY: AMDAHL CORPORATION 
3040 POST OAK BLVD SUITE 11009 HOUSTON TX 77056 


FINANCING STATEMENT NUMBER 89-00228099 FILED ON OCTOBER 10% 1989 AT 08:00 A 
DEBTOR: PCROT SYSTEMS INCs 5001 SPRING VALLEY» DALLAS TX 75244 


SECURED PARTY: BUSINESS CREDIT LEASING 
115 wW COLLEGE ORIVEs, MARSHALL MN 56258 


FINANCING STATEMENT NUMSER 89-00251812 FILED ON NOVEMBER 7y 1989 AT G8S00 A 


DEBTOR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY STE 920 Ey DALLAS TX 75244 


SECURED PARTY: ee CREDIT CORPORATION 
801 & CAMPBELL RD STE 4752 RICHARDSON TX 75081 


FINANCING STATEMENT NUMSER 9O-00003006 FILED GN JANUARY 4% 1990 AT 08:00 AN 


DEBTOR: PEROT SYSTEMS INC 
5001 SPRING VALLEY RO STE 920Ee DALLAS TX 75244 


SECURED PARTY: GRAMMCO COMPUTER SALES INC 
P O BOX 690990, SAN ANTONIC TX 78269 


FINANCING STATEMENT NUMBER 90-00024619 FILED ON FEBRUARY 29 1990 AT 08:00 A 
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CERTIFICATE REQUESTED ON THE BUSINESS NAME JUNE 12% 1992 2 
PEROT SYSTEMS 
DEBTOR: PEROT SYSTEMS INC 
5001 SPRING VALLEY RD STE 1075 WESTy DALLAS TX \ 
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SECURED PARTY: MERIDIAN LEASING CORPORATION 
570 LAKE COOK RD STE 300s DEERFIELD IL 60015 


FINANCING STATEMENT NUMBER 90-00024620 FILED ON FEBRUARY 22 1990 AT 08:00 A 


DEBTOR: PEROT SYSTEMS INC 
5001 SPRING VALLEY RD STE 1075 WEST: DALLAS TX 


SECURED PARTY: MERIDIAN LEASING CORPORATION 
570 LAKE COCK RO STE 300% DEERFIELD IL 60015 


FINANCING STATEMENT NUMBER 90-00024621 FILED ON FEBRUARY 2% 1990 AT 08200 A 


DEBTORS PEROT SYSTEMS INC 
5001 SPRING VALLEY RD STeE 1075 WESTs DALLAS TX 


SECURED PARTY: MERIDIAN LEASING CORPORATION 
570 LAKE COOK RO STE 3009 DEERFIELD It 60015 


SECURED PARTY: COLUMBIA LEASE INCOME FUND I BL P 
570 LAKE COOK RD SUITE 3009 DEERFIELD IL 60015 
ASSIGNMCNT FILED ON MARCH 22% 199G AT 8:00 AM 
ASSIGNE=: COLUMBIA LEASE INCOME FUND I BL P 
570 LAKE COOK RD SUITE 300, OEERFIELD IL 60015 
FINANCING STATEMENT NUMBER 90-00035021 FILED ON FEBRUARY 15, 1990 AT 08200 
DESTOR: PEROT SYSTEMS INC 
5001 SPRING VALLEY ROAD STE 10759 DALLAS TX 75244 


SECURED PARTY: COLUMBIA LEASE INCOME FUND IA 
LOCK BOX 9565, NEW YORK NY 10005 


FINANCING STATEMCNT NUMBER 90-00048428 FILED ON MARCH 59 1990 AT 08200 AM 


DEBTOR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY STE 926 Ey DALLAS TX 75244 


SECURED PARTY: SIGNET BANK VIRGINIA 
6330 BOONE BLVD STE 3009 WIENNA VA 22180 


FINANCING STATEMENT NUMBER 90-00060306 FILED ON MARCH 19y 1990 AT 08:00 AM 


DEBTOR: PEROT SYSTEMS CORPCRATION 
5001 SPRING VALLEY ROAD: DALLAS TX 75244 


SECURED PARTY: AMERICAN COMPUTER GROUP INCORPORATED 
P O BOK 68 KENMGRE STATION» BOSTON MA 02215 


FINANCING STATEMENT NUMBER 90-60062675 FILED ON MARCH 21e 1996 AT 08200 AM 


DEBTOR: PEROT SYSTEMS CORPORATION 
1595 SPRING HILL ROAD STE 7779 VIENNA VA 22182 


SECURED PARTY: NCNS LEASING CORPOGRATIONs CNE NCNB PLAZAs CHARLOTTE NC 28255 
ASSIGNMENT FILED 3N AUGUST 10s 199G AT 8200 AM 
ASSIGNOR: MATRIX FUNDING CORPORATION 
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The State of Cexas 


Secretary of State 
CERTIFICATE REQUESTED ON THE BUSINESS NAME JUNE 129 1992 = 
PEROT SYSTEMS 
: 6925 UNION PARK CENTER STE 2509 MIDVALE UT 84047 
ASSIGNEE: NCNB LEASING CORPORATION, ONE NCNB PLAZA, CHARLOTTE NC 28255 
242 FINANCING STATEMENT NUMBER 90-00066948 FILED ON MARCH 30% 1990 aT 10:32 AM 
DEBTOR: PEROT SYSTEMS CORPORATIGN 


5001 SPRING VALLEY RD STE 1075 Ws DALLAS TX 75244 


SECURED PARTY: NORTHPARK NATIGNAL BANK 
1300 NORTHPARK CENTER, DALLAS TX 75225 


NT FILED ON MARTH 30% 1992 AT 8300 AM 
: COMDISCG INCy 6111 N RIVER RO»y ROSEMONT IL 60018 
3 NORTHPARK NATIONAL BANK 
1300 NORTHPARK CENTER, DALLAS TX 75225 
250¢ FINANCING STATEHENT NUMBER 90-C00727385 FILED ON APRIL 6% 1990 AT 09243 AM 


DEBTOR: PEROT SYSTEMS INC 
5001 SPRING VALLEY NO 920E*s DALLAS TX 75244 


SECURED PARTY: IFA INCGRPORATED, 1901 N ROSELLE RDy SCHAUMBURG IL 60195 
26¢ FINANCING STATEMENT NUMBER 90-COC86507 FILED ON APRIL 19, 1990 AT 08200 AM 

DEBTOR: PeROT SYSTEMS» 1780 JAY SLL DRe RICHARDSON TX 75081 

SECURED PARTYs IBM CREDIT CORPCRATIONs 290 HARBOR ORIVEs STAMFORD CT 06904 
27e FINANCING STATEMENT NUMBER 90-C0113145 FILEO ON MAY 21% 1990 AT 08:00 AM 


DEBTOR: PEROT SYSTEMS CORPORATION 
1331 LAMAR STE 1150, HOUSTON TX 77010 


SECURED PARTY: GLOSAL SERVICES INCs 2902 W 12TH, HOUSTON TX 77008 
2386 FINANCING STATEMENT NUMBER 90-00129597 FILED ON JUNE lls 1990 AT G8200 AM 
DEBTORS PEROT SYSTEMSs 1780 JAY ELL ORIVEs RICHARDSON TX 75081 
SECURED PARTY: 38M CREDIT CORPORATION», 290 HARBOR DRIVEs STAMFORD CT 06904 
290 FINANCING STATEMENT NUMBER 90-00230138 FILZTD ON NOVEMBER 25 1990 AT 12207 P 


DEBTORS PERCT SYSTEMS CORPOKATION 
5001 SPRING VALLEY Ribs DALLAS TX 75244 


SECURED PARTY: COMDISCO INC, 6111 N RIVER RD» ROSEMONT IL 60018 
3Ge FINANCING STATEMENT NUMBER 90-00232533 FILED ON NOVEMBER 69 1990 AT 09245 A 


DEBTORS: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY RD» DALLAS TX 75244 


SECURED PARTY: COMDISCO INCy 6111 N RIVER ROe ROSEMONT IL 60018 
3le FINANCING STATEMENT NUMBER 91-00001742 FILED ON JANUARY 8% 1991 AT 09511 AM 


DEBTOR: PEROT SYSTEMS CGRPGRATION 
5001 SPRING VALLEY RO STE 1075 Wy DALLAS TX 75244 


SECURED PARTY: DECIMUS CORPORKATICN 


ASSTIGNME 
ASSIGNOR 
ASSIGNEE 
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The State of ‘Dexas 
Secretary of State 


EQUESTED ON THE BUSINESS NAME JUNE 129 1992 * 


NX 


353 SACRAMENTO ST STE 1400% SAN FRANCISCO CA 94111 
FINANCING STATEMENT NUMBER 91-00014376 FILED ON JANUARY 28, 1991 AT 08200 A 


DEBTOR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY RD STE 1050 WESTs DALLAS TX 75244 


SECURED PARTY: TERADATA CORPORATION 
100 N SEPULVEDA BLVD, EL SEGUNDO CA 90245 


FINANCING STATEMENT NUMBER 91-00625176 FILED ON FEBRUARY lls 1991 AT 08200 


DEBTOR: PEROT SYSTEMS CCRPORATION 
5001 SPRING VALLEY NO 10755 DALLAS TX 75244 


SECURED PARTYS BUSINESS CREDIT LEASING INC 
115 WEST CSGLLEGE DRIVE» MARSHALL MN 56258 


FINANCING STATEMENT NUMBER 91-00066817 FILED ON APRIL 109 1991 AT 08:00 AM 
DEBTOR: PEROT SYSTEMS CORP, 5001 SPRING VALLEY: DALLAS TX 75244 


SECURED PARTY: PITNEY BOWES CREDIT CORP 
201 MERRITT SEVENs NORWALK CT 06856 


FINANCING STATEMENT NUMBER 91-00120396 FILED GN JUNE 25% 1991 AT 10208 AM 


DEBTOR: PEROT SYSTEMS CORPCRATION 
5001 SPRINT VALLEY STE 16759 DALLAS TX 75244 


SECURED PARTY: DECIMUS CORPORATICN 
353 SACRAMENTO ST NO 14009 SAN FRANCISCO CA 94111 


FINANCING STATEMENT NUMBER 91-C0144996 FILED ON JULY 26, 1991 AT 01244 PF 


DEBTOR: PEROT SYSTEMS CCRPCRATION 
5001 SPRING VALLEY STE 10759 DALLAS TX 75244 


SECURED PARTY: DECIMUS CORPORATION 
353 SACRAMENTO ST NO 14009 SAN FRANCISCO CA 94111 


FINANCING STATEMENT NUMBER 91-00159723 FILED GN AUGUST 15, 1991 AT 08:00 Ab 


DEBTOR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY Oy DALLAS TX 75244 


SECURED PARTY: AMDAHL CORPORATIUNs 9441 LBS FRWY STE 4005 DALLAS TX 75243 
FINANCING STATEMENT NUMBER 91-00159724 FILED ON AUGUST 15% 1991 AT 08:00 Ab 


DEBTGR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY ORy DALLAS TX 75244 


SECURED PARTY: AMDAHL CORPORATION, 9441 LBJ FRWY STE £00, DALLAS TX 75243 
FINANCING STATEMENT NUMBER 91-00182929 FILED ON SEPTEMBER 232 1991 AT 10215 


DEBTOR: PEROT SYSTEMS CORPGRATICON 
56001 SPRING VALLEY RDO», DALLAS TX 75244 


SECURED PARTY: COMCISCG INCy 6111 N RIVER RD» ROSEMONT IL 60018 
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The S 


Secretary of State 


SR eeuee Vee ON THE BUSINESS NAME JUNE 129 1992 


“4 


FINANCING STATEMENT NUMBER 91-00203754 FILED ON OCTOBER 23% 1991 


DEBTOR: PERGT SYSTEMS CORPORATION 
5001 SPRING VALLEY RD» DALLAS TX 75244 


SECURED PARTY: COMDISCG INCy 6111 N RIVER RD, ROSEMONT It 60018 
FINANCING STATEMENT NUMBER 91-00203755 FILED ON CCTOBER 23,9 1991 


DEBTOR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY Rs DALLAS TX 75244 


SECURED PARTY: NORTH PARK NATICNAL BANKs 1300 N PARK CTRe DALLAS 
FINANCING STATEMENT NUM3ER 91-00228105 FILED ON DECEMBER 27 1991 


DEBTOR: PEROT SYSTEMS CORPCRATIGN 
5001 SPRING VALLEY RO STE 175 We DALLAS TX 75244 


SECURED PARTY: TECHSYS CAPITAL INC 
3370 NACOGDOCHES RD STE 188s SAN ANTONIO TX 78217 


FINANCING STATEMENT NUMBER 91-00230858 FILED ON DECEMBER 4 1991 


DESTOR: PEROT SYSTEMS CORPCRATICN 
5001 SPRING VALLEY OR» DALLAS TX 75244 


SECURED PARTY: AMDAHL CORPORATION, 9441 LBJ FRWY STE 4002 DALLAS 
FINANCING STATEMENT NUMBER 91-C0232207 FILED ON DECEMBER 6, 1991 


DEBTOR: PERST SYSTEMS CORPORATION 
13100 WGRKLOGATE DR» HERNDON VA 22070 


SECURED PARTY: EL CAMINO RESOURCES LTD 
8550 BALBOA BLVD STE 1409 NORTHRIOGE CA 91325 


FINANCING STATEMENT NUMBER 92-00019967 FILED ON JANUARY 319 1992 


DEBTOR: PEROT SYSTEMS CORPORATION 
13100 WORLOGATE OR STE 50Cs HERNDON VA 22070 


SECURED PARTY: NCNB LEASING CGRPORATION 
ONE NATIONSBANK PLAZA, CHARLOTTE NC 28255 


FINANCING STATEMENT NUMBER 92-00037597 FILED ON FEBRUARY 279 1992 
DEBTOR: PEROT SYSTEMS, SOOL SPRING VALLEYs DALLAS TX 75244 


AT 


AT 


™ 


AT 


AT 


T™ 


AT 


AT 


1is2l 


1is2l 


75225 


08:00 


08:00 


75243 


08:00 


08:00 


AT 02:22 


SECURED PARTY: UNITED JERSEY BANKy 210 MAIN STy HACKENSACK NJ 07601 
FINANCING STATEMENT NUMBER 92-00037839 FILED ON FEBRUARY 27s 1992 AT 08200 
DEBTORS PEROT SYSTEMS INCy 12377 MERIT DR STE 16009 DALLAS TX 75251 


PARTY: CGPELCO CREDIT CCKPORATION 
seperate 10 MOUNTAINVIEW ROs UPPER SADOLE RIVER NJ 07458 


FINANCING STATEMENT NUMBER 92-00056539 FILED ON MARCH 233 1992 AT 08200 AM 


DEBTOR: PEROT SYSTEMS INC,y STE 1600 12377 MERIT DR» DALLAS TX 
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Secretary of State 


IFICATE REQUESTED ON THE BUSINESS NAME JUNE 129 1992 = 
T SYSTEMS 
SECURED PARTY: COPELCO CREOIT CORPORATION 

10 MOUNTAINVIEW RO» UPPER SADDLE RIVER NJ 07458 \ 
FINANCING STATEMENT NUMBER 92-00065195 FILED ON APRIL 3» 1992 AT 08200 AM 
DEBTOR: PERCT SYSTEMS CORPORATION 


5001 SPRING VALLEY RD STE 1075 We DALLAS TX 75244 
SECURED PARTY: FIRST CITY BANK GF HOUSTON», 1001 MAINy HOUSTON TX 77002 
FINANCING STATEMENT NUMBEK 92-00065196 FILED CN APRIL 3% 1992 AT 08200 AM 


DEBTOR: PERGT SYSTEMS CORPORATION 
59001 SPRING VALLEY RD STE 1075 We DALLAS TX 75244 


SECURED PARTY: VET 1986 I1y 40 TOWER LN» AVON CT C6001 
FINANCING STATEMENT NUMBER 92-00072219 FILED ON APRIL 13% 1992 AT 08200 AM 


DEBTOR: PEROT SYSTEMS CORPORATION 
5061 SPRING VALLEY DRse DALLAS TX 75244 


SECURED PARTY: AMDAHL CORPORATION» 9441 LBJ FRWY STE 400 DALLAS TX 715243 
FINANCING STATEMENT NUMBER 92-G66074236 FILED ON APRIL 14, 1992 AT 08200 AM 


DESTGR: PEROT SYSTEMS CORPORATION 
3000 TELECOM PKWYs RICHAROSON TX 75082 


SECURED PARTY: STORAGE TECHNOLCGY CORPORATION 
2270 S B8TH ST» LGUISVILLE CO 80028 


FINANCING STATEMENT NUMBER 92-00101404 FILED ON MAY 20% 1992 AT 082300 AM 


DEBTOR: PEROT SYSTEMS CORPORATION 
5001 SPRING VALLEY RDe DALLAS TX 75244 


SECURED PARTY: AMDAHL CCRPGRATIONy, 9441 LBJ FRWY STE 4005 DALLAS TX 75243 
FINANCINGS STATEMENT NUMBER 92-00101715 FILED ON MAY 21% 1992 AT 08200 AM 


DEBTGR: PEROT SYSTEMS CORPCRATION 
5001 SPRING VALLEY CR» DALLAS TX 75244 


SECURED PARTY: AMDAHL CORPORATICNes 9441 LBJ FRWY STE 4002 DALLAS TX 75243 


THE UNDERSIGNED FILING OFFICER HEREBY CERTIFIES THAT THE ABOVE LISTING 
IS A RECORD OF ALL PRESENTLY EFFECTIVE FINANCING STATEMENTSe STATEMENTS 
OF ASSIGNMENT, FEDERAL LIENS AND UTILITY SECURITY INSTRUMENTS WHICH 
NAME THE ABOVE DEBTOR AND WHICH ARE ON FILt IN MY OFFICE AS OF 
JUNE Ty 1992 AT 5200 PMe 

SECRETARY OF STATE 
TOTAL NUMBER OF FILINGS 54 

PAGE 7 


Birth Certificate of Perot’s Mother 
Shows She Is 2 Years Older Than She 
Later Stated On Marriage License 


Lulu May Ray’s birth certificate that contradicts her stated 
age on 1923 marriage certificate to G.R. Perot. Source: 
Texas Department of Health, Bureau of Vital Statistics, 
1100 W. 49th Street, Austin, TX 78756; 512-458-7111. 
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1, PLACE OF BIRTH TEXAS DEPARTMENT OF HEA 


LTH 
TAL STATISTICS 
St ATS OF tenes al aera ed A Ae OF Sim 


county or__ C888 J6&456978 


CITY OR A T 
amily wo_Atlanta, Texas __ OIVE STREET AND NUMBER OR NAME OF INSTITUTION 


{> * 
Ray sar te % 


6. LEGITIMATE? | 7. DATE OF BIRTH 
yes April 15, 1897 


14. 


Ramee MAIDEN 
name §6Henry Whitsitt Ray NAME Elizabeth Edna James (Ray) 


®. RESIOENCE WRG Ae 

tie BIRTH Shreveport, La. THIS BIRTH Shreveport, La. 

10. COLOR 11. AGE AT 16, corer U7BAGE AS, 

SRBACE white ie cic oO nae SEES white THIS BIRTH 81 years 

12. BIRTHPLACE 18. BIRTHPLACE 

iarmos Old Atlanta, Texas cxaos Harrison County, Texas Ht 
13A. TRADE, PRO- 8 19A. TRADE, PRO- 

1 ascner kre Grocer {| ERRORS RNS Housewife 
13B. INDUSTRY OR 8 Ae BIND UR aici 


3 Gv Grocery Business ©] ENGAGED 
21. NUMBER OF CHILOREN 


20. NUMBER OF CHILDREN 


BORN TO THIS MOTHER, 3 BORN TO THIS MOTHER, 
AND NOW LIVING 


INCLUDING THIS BIRTH a ~ 


° 
1 HEREBY CERTIFY TO THE BIRTH OF THIS CHILD WHO WAS SSE IEE ar_4230_ PR, ON THE DATE STATED ABOVE 
ON, RE LEN Maid At Plan (Lav [lA asnes 


2? 1952 s 
STATISTICS . 


; BEFORE or ON THIS DAY APPEARE 
WN TO ME TO BE THE PERSON 
OATH DEPOSES AND SAYS THAT THE 


t 
TOD LOIE LAY cate ge TRUE AND CORRECT TO THE BEST OF 


yee eee (MAME APPEARING OM CERTIMCATS) =. 
| WHEY KNOWLEDGE AND BELIEF, AND THAT Sig WAS ACQUAINTED WITH THE FACTS AT THE TIME 
OF THE EVENT. pi : 


c 
° 
4 
E 
a 
< 
a 


=z 
z 
Z 


ake 


NOTARY PUBLIC IN AND Eo i 


APFIDAVIT B 
STATE OF TEMAS 


COUNTY oe NALVALE ee SEs 
S. 


AY APPEA H. Vanoe 


RED. 
z ERSON WHO SIGNED THIS_ AFFIDAVIT, W TH DEPO S-EAVE 
ATED INTHE FOREGOING BIRTH CERTIFICATE OF ~N OATH DEPOSES AND SA 


Rr ND 
a a aa a GaNTInGLTe) E TRUE e CORRECT TO THE BEST OF 


HIS, KNOWLEDGE AND BELIEF, AND THAT WEIS ACQUAINTED WITH PH 8 AND THAT Se Is NOT 
RELATED TO THE INDIVIDUAL BY BLOOD © RRIAGE. WY 

a C4 
Sy 


SWORN TO AND SUBSCRIBED BEFORE. ME, THIS_. <4 #7) 
a soar be Be 
MILLE:? COUN «, “.RKANSAS d ‘ ZZ 


Cass ee 

Lula May Ray (t2-)) 

THE BIRTH CERTIFICATE OF. 

ATTACHED MERETO, WAS SUBMITTED TO THIS COURT, AS PROVIDED FoR IN H. B. No. 614, 467TH Lea. R. 8. 1939. 

IT 16 THE ORDER OF THIS COURT THAT THIS RECORD DESC RC REED STATE R FILING IM THE STATE 
Bureau oF VITAL STATISTICS. : a 


THIS CERTIFICATE MUST BE PREPARED A: 


Bago OS ee 


This is to certify that this is a true and correct reproduction of the original record as recorded in this 
office. Issued under authority of Section 191.051, Chapter 678, Health & Safety Code, 1989. 


ee gun-eskacg, Get-To-Know Perot Fax enlist bara 


, RICHARD B. 
For more information on STATE REGISTRAR 


KreskainduforPowerncat) 1800-955 OVER 


ANY ALTERATION OR ERASURE VOIDS T is CERT la : 
TE Sa Bi: TR CHS Ss! ROT CHSC SS f. soe) 


SDM 


> Ny 
ab OF, 


SS 


‘S 
LUA 


Vv 
SSSHXHXANA, 
EXAS 


as 


\ 
uny 


Sa S 


H. Ross Perot Doesn’t Buy American-- 
Owns 3 Foreign Cars 


Vehicle registration printout shows a Mercedes, Volvo, 
and Jaguar among his personal vehicles. Also shows he 
sold a Jeep he owned to a construction company he owns. 
Texas Vehicle Information Services Co., 1330 Sherwood 
Forest Drive, Houston, TX 77043; 713-465-7477. 
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VEHICLE REGISTRATION 


NDX Q223091 LIC DHD39J EXPIRES MAR/92 EWT 3800 GWT 0000 
$ 40.80 TITLE 00278891 ISSUED 06/21/83 ODOMETER N/A 

83 MERCEDES 2DR WDBBA45A0DB022100 REG CLASS 01 

PREVIOUS OWNER STEPHENSON MOTOR CO DALLAS TX 

OWNER H R PEROT,12377 MERIT DR STE 1700,DALLAS,TX 75251 
PLATE AGE: 1 


NDX L275637 LIC 5294UU EXPIRES JAN/93 EWT 4000 GWT 5000 

$ 47.30 TITLE 26666782 ISSUED 04/13/90 TONS 1/2 ODOMETER 000000 
80 FORD PU F10EUKA0454 REG CLASS 02 

PREVIOUS OWNER BENCHMARK MOTORS INC OKC OK 

OWNER H R PEROT,123 N MERIT DR,DALLAS,TX 75251 

PLATE AGE: 2 


NDX 2786254 LIC 841JAX EXPIRES APR/92 EWT 3300 GWT 0000 
$ 40.80 TITLE 09119883 ISSUED 08/28/85 ODOMETER 001027 

85 OLDS 4DR 1G3CW6934F4357453 REG CLASS 01 

PREVIOUS OWNER HENRY BUTTS OLDS INC DALLAS TX 

OWNER H ROSS PEROT,12377 MERIT DR STE 1600,DALLAS,TX 75251 
PLATE AGE: 7 


NDX 9704211 LIC 520WQQ EXPIRES JAN/93 EWT 3600 GWT 0000 
$ 50.80 TITLE 22795646 ISSUED 04/10/89 ODOMETER 000026 

89 VOLVO 2DR YV1HA8722KD007270 REG CLASS O01 

PREVIOUS OWNER AUTOHAUS INC DALLAS TX 

OWNER H ROSS PEROT,12377 MERIT DRIVE,DALLAS,TX 75251 
PLATE AGE: 3 


NDX U731693 LIC BVZ19K EXPIRES JUN/92 EWT 3100 GWT 0000 

$ 58.80 TITLE 32621335 ISSUED 10/15/91 ODOMETER 032836 

89 JEEP SW 1J4FJ27L2KL464731 REG CLASS 01 

PREVIOUS OWNER HENRY ROSS PEROT DALLAS TX 

OWNER HILLWOOD CONSTRUCTION CORP,12377 MERIT DR SUITE 1700,DALLAS,T 
EXGIOZOL 

PLATE AGE: 

REMARKS ACTUAL MILEAGE. 
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NDX 7290897 (LIC M79112 EXPIRES MAR/92 EWD 1100 GWT 4100 
$ 38.83 TITLE 82515067 ISSUED 09/12/78 ODOMETER N/A 

78 MAGNUM BOAT S/T 847021 REG CLASS 06 

PREVIOUS OWNER PILLSBURY MARINE DALLAS TX 


OWNER, oH Ro PEROT,12377 «MERIT DR 1/707/DALLAS, TX 75251 
PLATE AGE: 14 


NDX 0748537 LIC 2373BM EXPIRES OCT/92 EWT 5500 GWT 7500 

$ 62.43 TITLE 06614518 ISSUED 01/29/85 TONS 1 ODOMETER 000024 
85 CHEV PU 1GBJC34M4FV203001 REG CLASS 02 

PREVIOUS OWNER BRUCE LOWRIE CHEV INC 


OWNER Hoek PEROT,12377 MERIT DR 1700,DALLAS,TX 75251 
PLATE AGE: 6 


NDX L461313 LIC O15PBE EXPIRES OCT/91- EWT™ 3700° "GWT "0000 
$740.80 TITLE 90753880" ISSUED 12/23780 ODOMETER "N/A 

79°- CHEV 4DR 1N69G9C106236 REG (CLASS 01 

PREVIOUS OWNER CHARLIE DENNISON INC DALLAS TX 

OWNER H R PEROT,12377 MERIT DR STE 1600,DALLAS,TX 75251 
PLATE AGE: 5 


REG 92 618GBR 
RESPONSE-- INACTIVE RECORD 


NDX H729900 LIC 0226RG EXPIRES OCT/92 EWT 3600 GWT 4600 

$ 45.54 TITLE 83835607 ISSUED 01/26/79 TONS 1/2 ODOMETER N/A 
79 FORD PU F10BPDG0O046 REG CLASS 02 

PREVIOUS OWNER MIDDLEKAUFF FORD INC DALLAS TX 

OWNER H R PEROT,12377 MERIT DR STE 1600,DALLAS,TX 75251 
PLATE AGE: 1 


NDX S926704 LIC 582XVP EXPIRES APR/92 EWT 4300 GWT 0000 
$ 58.80 TITLE 23613164 ISSUED 07/01/89 ODOMETER 000165 

89 JAGUAR 2DR SAJNV484XKC158788 REG CLASS 01 

PREVIOUS OWNER LARRY LANGE JAGUAR INC PLANO TX 

UWNER HENRY ROSS PEROT,12377 MERIT DR,DALLAS,TX 75251 
PLATE AGE: 3 
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in Same Month Perot Founds 
Three Non-Profits 
All For Same Purpose 


Original 1969 Articles of Incorporation for Perot’s non- 
profit organizations show that all have same purpose and 
same board of directors. Source: Texas Division of 
Corporation, Secretary of State, 1019 Brazos, Room 831, 
Austin, TX 78701; 512-463-5586. 
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ARTICLES OF INCORPORATION 


OF 


— 


Filed tn the ftom +f abe 

WE, THE PEOPLE» INC, SP gf 
; mee. : 

L < 


~ Dep y Viresaue, 


We, the undersigned natural persons of the age of twenty-one 
years or more, at least two of whom are citizens of the State of Texas, 
acting as incorporators of a corporation under the Texas Non-Profit 
Corporation Act, do hereby adopt the following Articles of Incorporation 
for such corporation: 


ARTICLE ONE 
The name of the corporation is WE, THE PEOPLE, INC. 
ARTICLE TWO 
The corporation is a non-profit corporation. 
ARTICLE THREE 
The period of its duration is perpetual. 
ARTICLE FOUR 


The purpose or purposes for which the corporation is organized 
are: The presentation of major issues of public concern to the people 
of the United States of America to educate and inform them and to 
encourage each person to form and record his opinion on the issues 
presented and to cause a composite of such opinions to become known 
through various means of publication. 


ARTICLE FIVE 


The street address of the initial registered office of the corporation 
is 1131 Exchange Bank Tower, Dallas, Texas, and the name of its initial 
registered agent at such address is J. Diane Folzenlogen. 


LAY PrP er eet 


PN meee ae en 


ARTICLE SIX 


The number of trustees constituting the initial board of trustees 
of the corporation is four and the names and addresses of the persons 
who are to serve as the initial trustees are: 


A Ay at re ete a hem 


Name | Address 
| 
H. Ross Perot 1131 Exchange Bank Tower 
Dallas, Texas 75235 


ote ts cm ee, 


Thomas J. Marquez 1131 Exchange Bank Tower 
Dallas, Texas 75235 


J. Diane Folzenlogen 1131 Exchange Bank Tower 
Dallas, Texas 75235 


Mervin L. Stauffer 1131 Exchange Bank Tower 
Dallas, Texas 75235 


ARTICLE SEVEN 
The name and street address of each incorporator is: 
Name Address 


H. Ross Perot 1131 Exchange Bank Tower 
Dallas, Texas 75235 


Thomas J. Marquez 1131 Exchange Bank Tower 
Dallas, Texas 75235 


: é 
; 
é 
2 H 
aaa 
: 
on? 
f 
aaa 


J. Diane Folzenlogen 1131 Exchange Bank Tower 
Dallas, Texas 75235 


Michael L. Huston 1131 Exchange Bank Tower 
Dallas, Texas 75235 


ARTICLE EIGHT 


IN WIT WHEREOF, we have hereunto set our hands, this 
eee day of Lioprereclery _ 


hfe 
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Doce wannbvesoniaehs in «costed tenaae eee ee taemeepet TT 


STATE OF TEXAS 


COUNTY OF DALLAS 


iG , a Notary Public, do hereby 


day of LIBR I by eee = 


certify that on this 


personally appeared before me, ~M, EO, Oe ee » 


» who each being by me first 


duly sworn, severally declared that they are the persons who signed the 
foregoing document as incorporators, and that the statements therein 
contained are true. 


IN WITNESS WHEREOF, I have hereunto set my hand and seal the 
day and year above written. 


Notary Public in and for 


W/2 Lia 22 County, of Zea” 


My commission expires: Chg lee 


ee 


ne Seapets, atten 


EASY KU EO RE 
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ARTICLES OF DISSOLUTION 
. OF 
WE, THE PEOPLE, INC, 


Pursuant to the provisions of Article 6.05 of the Texas Non- 
Profit Corporation Act, the undersigned corporation adopts the 
following Articles of Dissolution for the purpose of dissolving the 
corporation: : 


1 The name of the corporation is We, The People, Inc.. 


A resolution to dissolve was adopted in the following 


The resolution to dissolve was adopted at a 
meeting of the board of trustees held on June 14, 
1971, and received the votes of a majority of the 
trustees in office, there being no members having 
voting rights in respect thereof. 


3. All debts, obligations and liabilities of the corporation 
have been paid and discharged or adequate provision has been made 
thereof. 


4. All remaining property and assets of the corporation have 
been transferred, conveyed or distributed in accordance with the 
provisions of the Texas Non-Profit Corporation Act. 


5: There are no suits pending against the corporation in 
any court. 


Dated June 15, 1971 


WE, THE PEOPLE, INC, 


By 
Its President 


Its Secretafy 


STATE OF TEXAS } 
COUNTY OF DAI.LAS j 


I, “alen Adams, a Notary.Public, do hereby certify that on this 15th day 
“ a3P! ppeared before me H, R. Perot, being duly 
President of the corporation executing the fore- 
going document,’ @ signed the foregoing document in the capacity 
therein set: forth; and. that the statements therein contained are true. 
mA pa 7) 


ybandand eediithe day and! °° 


ADMD io ine a 
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ARTICLES OF INCORPORATION 


OF 


THE PEOPLE SPEAK, INC) 


We, the undersigned natural persons of the age of twenty-one 
years or more, at least two of whom are citizens of the State of Texas, 
acting as incorporators of a corporation under the Texas Non-Profit 
Corporation Act, do hereby adopt the following Articles of Incorporation 
for such corporation: 


ARTICLE ONE 
The name of the corporation is THE PEOPLE SPEAK, INC. 
ARTICLE TWO 
The corporation is a non-profit corporation. 
ARTICLE THREE 
The period of its duration is perpetual. 
ARTICLE FOUR 
The purpose or purposes for which the corporation is organized 
are: The presentation of major issues of public concern to the people 
of the United States of America to educate and inform them and to 
encourage each person to form and record his opinion on the issues 


presented and to cause a composite of such opinions to become known 
through various means of publication. 


ARTICLE FIVE 
The street address of the initial registered office of the corporation 


is 1131 Exchange Bank Tower, Dallas, Texas, and the name of its initial 
registered agent at such address is J. Diane Folzenlogen. 
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ARTICLE SIX 


The number of trustees constituting the initial board of trustees 
of the corporation is four and the names and addresses of the persons 
who are to se ve as the initial trustees are: 


Name Address 


H. Ross Perot 1131 Exchange Bank Tower 
, Dallas, Texas 75235 


Thomas J. Marquez 1131 Exchange Bank Tower 
Dallas, Texas 75235 


J. Diane Folzenlogen 1131 Exchange Bank Tower 
Dallas, Texas 75235 


Mervin L. Stauffer 1131 Exchange Bank Tower 
Dallas, Texas 75235 


ARTICLE SEVEN 
The name and street address of each incorporator is: 
Name Address 


H. Ross Perot 1131 Exchange Bank Tower 
Dallas, Texas 75235 


Thomas J. Marquez 1131 Exchange Bank Tower 
Dallas, Texas 75235 


J. Diane Folzenlogen 1131 Exchange Bank Tower 
Dallas, Texas 75235 


Michael L. Huston 1131 Exchange Bank Tower 
-Dallas, Texas 75235 


ARTICLE EIGHT 
IN WITNESS WHEREOF, we have hereunto set our hands, this 
Bad day of Uvernber ; 194 : 


7 . 7 


AEs ; le i & Ad Lf 
LEE LAE wa 
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STATE OF TEXAS 


COUNTY OF DALLAS 


I, Oe ea WP, CE , a Notary Public, do hereby 
certify that on this rs Ve : day of 4s LEONI EG, 
y -) ( a) 


personally appeared before me, ye / hoes jm a7 ; 


G 


o- 


» who each being by me first 


duly sworn, severally declared that they are the persons who signed the 
foregoing document as incorporators, and that the statements therein 
contained are true. 


IN WITNESS WHEREOF, I have hereunto set my hand and seal the 
day and year above written. 


Notary Public in and for 


he Lee vy County, ae he 


ees : 2) 
My comraission expires: é Mer Z hed 


=- 


27 
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ARTICLES OF DISSOLUTION 
OF 
THE PEOPLE SPEAK, INC. 


Pursuant to the provisions of Article 6.05 of the Texas Non- 
Profit Corporation Act, the undersigned corporation adopts the 
following Articles, ot Dissolution for the purpose of dissolving the 


corporation: 


Vy The name of the corporation is The People Speak, Inc.. 


A resolution to dissolve was adopted in the following 


“. 


manner: 


The resolution to dissolve was adopted at a 
meeting of the board of trustees held on June 14, 
1971, and received the votes of a majority of the 
trustees in office, there being no members having 


voting rights in respect thereof, 


3: All debts, obligations and liabilities of the corporation 
have been paid and discharged or adequate provision has been made 


ti:ereof, 


4. All remaining property and assets of the corporation have 
been transferred, conveyed or distributed in accordance with the 
Provisions of the Texas Non-Profit Corporation Act, 


De There are no suits pending against the corporation in 


any court, 


Dated June 15, 1971 
THE PEOPLE SPEAK, INC, 


STATE OF TEXAS j 
COUNTY-OF DALLAS j 


I, Glen Adams, a Notary Public, do hereby certify that on this 15th day 
of June,;.1971;.-personally appeared before me H. R. Perot, being duly 
sworn declared that he is President of the corporation executing the fore- 


‘going document, that he signed the foregoing document in the capacity 


“therein set forth, and that the statements thereia contained are true. 


IN TNES WHEREOF,: I have hereunto set my hand and seal the day-and 


rile 


ARTICLES OF INCORPORATION 


OF 

_ Filed in the Office of the 
UNITED WE STAND 3 INC Secretawy 0 ate, of xas y 
Thi sey g ae & 


ba a i Ss 


eee ec ccceees 


Deputy D 


We, the undersigned natural persons of the age of twenty-one 
years or more, at least two of whom are citizens of the State of Texas, 
acting as incorporators of a corporation under the Texas Non-Profit 
Corporation Act, do hereby adopt the following Articles of Incorporation 
for such corporation: 


ARTICLE ONE 
The name of the corporation is UNITED WE STAND, INC, . 
ARTICLE TWO 
The corporation is a non-profit corporation. 
ARTICLE THREE 
The period of its duration is perpetual. 
ARTICLE FOUR 
The purpose or purposes for which the corporation is organized 
are: The presentation of major issues of public concern to the people 
of the United States of America to educate and inform them and to 
encourage each person to form and record his opinion on the issues 
presented and to cause a composite of such opinions to become known 
through various means of publication. 
ARTICLE FIVE 
The street address of the initial registered office of the corporation 


is 1131 Exchange Bank Tower, Dallas, Texas, and the name of its initial 
registered agent at such address is J. Diane Folzenlogen. 
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ARTICLE SIX 


The number of trustees constituting the initial board of trustees 
of the corporation is four and the names and addresses of the persons 
who are to serve as the initial trustees are: 


— 


Name Address 
H. Ross Perot 1131 Exchange Bank Tower 
Dallas, Texas 75235 
Thomas J. Marquez | 1131 Exchange Bank Tower 
Dallas, Texas 75235 \ 
J. Diane Folzenlogen 1131 Exchange Bank Tower 


Dallas, Texas 75235 


Mervin L. Stauffer 1131 Exchange Bank Tower 
Dallas, Texas 75235 


ARTICLE SEVEN 


The name and street address of each incorporator is: 


Name , Address 
H. Ross Perot 1131 Exchange Bank Tower 


Dallas, Texas 75235 


Thomas J. Marquez 1131 Exchange Bank Tower 
Dallas, Texas 75235 


J. Diane Folzenlogen 1131 Exchange Bank Tower 
Dallas, Texas 75235 


Michael L. Huston 1131 Exchange Bank Tower 
Dallas, Texas 75235 


ARTICLE EIGHT 


IN WITNESS WHEREOF, we have hereunto set our, hands, this 
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STATE OF TEXAS ) 


) 
COUNTY OF DALLAS ) 


18 ,» a Notary Public, do hereby 


certify that on this  $“77, ~_ day of 7 Latte 2P1 GEC he 
personally appeared before me, E/ rE 2g eZ s we ’ 


a é re 
ao 


» who each being by me first 
duly sworn, severally declared that they are the persons who signed the 


foregoing document as incorporators, and that the statements therein 
contained are true. 


IN WITNESS WHEREOF, I have hereunto set my hand and seal the 
day and year above written. t 


CORI HIF 


a me oe. % 3 
: ie \ oe 3° 
\ LP c os) =" a” 
La} ; cai ee ; : 
Sere ee eal KO JLipa/ County, a Lig’ 
. oN ee : 


eS a re ; 
BEY el Sean My commission expires: G 77 
fee UAL 
Or | : 
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Filed in the 
Secreta Shae of the 


ARTICLES OF DISSOLUTION 


OF 


UNITED WE STAND, INC. 


FE AE AE FE EE EE 3K I 


Pursuant to the provisions of Article 6.05 of the Texas 
Non-Profit Corporation Act, the undersigned corporation adopts the 
following Articles of Dissolution for the purpose of dissolving the cor- 
poration: 

1. The name of the corporation is UNITED WE STAND, INC. 

2. The resolution to po dae was adopted in the following 
manner: 

"The resolution to dissolve was adopted by consent in 

writing by all members entitled to vote with respect 

thereto." 

3. All debts, obligations and liabilities of the corporation 
have been paid and discharged or adequate provision has been made thereof. 

4. All remaining property and assets of the corporation 
have been transferred, conveyed or distributed in accordance with the pro- 
visions of the Texas Non-Profit Corporation Act. 

5. There are no suits pending against the corporation in 


any court. 


DATED, __ SY 1978 UNITED WE STAN 


By 


STATE OF TEXAS I 


COUNTY OF DALLAS { 


to/, a Notary Public, do 
hereby certify that on this. /ff/day of , 1978, per- 
sonally appeared before me being duly 
sworn, declared that he is President of the corporation executing the fore- 
going document, that he signed the foregoing document in the capacity 
therein set forth, and that the statements therein contained are true. 


IN WITNESS WHEREOF, I have hereunto set my hand and 


seal of office the day and year before written. 


; a . DAa44 
Notary Public in and for Dallas 


County, Texas 


My Commission Expires: G -2 27 Tar 
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Perot Dissolves Non-Profit for 
Tax Reform for Working Americans 
After Only Year-And-A-Half 


Original 1973 Articles of Incorporation for Perot’s 
Working Americans for Tax Reform, Inc., including date 
dissolved after only 18 months. Source: Texas Division 
of Corporation, Secretary of State, 1019 Brazos, Room 
831, Austin, TX 78701; 512-463-5586. 


, 5 
ray ere’ 


ARTICLES OF INCORPORATION 


OF 


el) ee 


WORKING AMERICANS FOR “TAX REFORM, INC. 


We, the undersigned, natural persons of the 
age of twenty-one years or more, at least two of wham 
are citizens of the State of Texas, acting as incorpo- 
rators of a corporation under the Texas Non-Profit 
Corporation Act, do hereby adopt the following Articles 


of Incorporation for such corporation: 


ARTICLE ONE 


Th2 name of the corporation is Working Americans 


for Tax Reform, Inc. 


ARTICLE TWO 


The corporation is a non-profit corporation. 


ARTICLE THREE 


The period of its duration is perpetual. 


ARTICLE FOUR 
The purpese or purposes for which the corpora- 


tion is organized are: 


1) To lawfully promote tax reform 


* 
MERE ZV ESR ote tren Sey 


necessary to preserve and foster free enter- 


prise in America, encourage individual productivity, 


aoa Ps avant, 


discourage idleness and secure the right of each 


“ 


citizen to enjoy the products of his labor. 

2) To promote and protect the material 
well-being and the investment and employment oppor- 
tunities of American workers through the meaning- 
ful collection and dissemination of educational _ 


information concerning the nation’s public revenue 
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system, its structure and its effects on the 
formation and growth of the 


the United States. 


3) To receive contributions through 


gifts, bequests, donations, or otherwise, to be 
used by the directors of the corporation for the 


purposes designated herein. 


ARTICLE FIVE 
The street address of the initial registered 
office of the corporation is Republic National Bank 
Zuilding, c/o C T Corporation System, Pacific at 
Ervay Street, Dallas, Texas 75201, and the name of 
the corporation's initial registered agent at such 


address is C T Corporation System. 


ARTICLE SIX 
The number of directors constituting the 
initial board of directors of the corporation is 
five (5), and the names and addresses of the persons 
who are to serve as the initial directors are: 


H. Ross Perot 
1300 EDS Center, Exchange Park 
Dallas, Texas 75235 


Mervin L. Stauffer 
1300 EDS Center, Exchange 
Dallas, Texas 752355 


Thomas E. Meurer 
1300 EDS Center, Exchange 
Dallas, Texas 75235 


Toni W. Ratliff 
1300 EDS Center, Exchange 
Dallas, Texas 75235 


Betty Taylor 
1300 EDS Center, Exchange 
Dallas, Texas 75235 


IMGTRT STIPE ENS A ONNE TROPA RD OR 
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ARTICLE SEVEN 


name ard street address of each incorpo- 


rator is: 
H. Ross Perot 
1300 EDS Center, Exchange Park 
Dailas, Texas 75235 
Mervin L. Stauffer 
1300 EDS Center, Exchange Park 
Dallas, Texas 75235 
Thomas E. Meurer 


1300 EDS Center, Exchange Park 
Dallas, Texas 75235 


ARTICLE EIGHT 


The corporation shall have no members. 


IN WITNESS WHEREOF, we have hereunto set 


4 
our hands this. Zz day of April, 1973. & 


dere 


H. Ross Perot 


Thomas E.{ Meurer 


THE SYATE OF TEXAS 


, a Notary Public, 
Go hereby certi ay of April, 1973, 
personaily appeared before me ROSS PEROT, MERVIN L. 
STAUFFER, and THOMAS E. MEURER, who, each being by me first 
duly sworn, severally declared that they are the persons 
who signed the foregoing document as incorporators, and 
that the statements therein contained are true. 


AR 


Seale 


' IN WITNESS WHEREOF, I have hereunto set my 
hand and seal, the day and year first above written. 


MARY CHAPMAN 


My Commission Expires: 
June 1, 1973. 
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Filed in the Office of the 


“sa at 


this ]\/ vay of 


ny Liungsn Inhg 


Adininistrative Ansistant 


ARTICLES OF DISSOLUTION 


Pursuant to the provisions of Article 6.05 of the 
Texas Non-Profit Corporation Act, the undersigned corporation 
adopts the following Articles of Dissolution for the purpose of 
dissolving the corporation: 

1. The name of the corporation is 

WORKING AMERICANS FOR TAX REFORM, INC. 


ie A resolution to dissolve was adopted in the 
following manner: 

A resolution to dissolve was adopted at a meeting 
of the board of directors held on March 26, 1974, and received 
the vote of a majority of the directors in office, there being 
no members having voting rights in respect thereof. 

3. All debts, obligations and liabilities of the 
corporation have been paid and discharged or adequate provision 


has been made thereor. 


Vice President - fom Meurer 


ecretary]/=- Be Taylor 
STATE OF TEXAS . 
COUNTY OF DALLAS 
its Mary Chapman » @ Notary Public, do hereby 
certify that on this 22nd day of April >» 1974, personally 


appeared before me Tom Meurer » duly sworn, declared that 


he is Vice President of the corporation executing the foregoing 


document, that he signed the foregoing document in the capacity 
therein set forth, and that the statements therein contained are 
true. 

IN WITNESS WHEREOF, I have hereunto set my hand and 


seal the day and year before written. 


otary ‘Pubic 
(Nctarial Seal) Dallas Coufty, Texas 


State of Texas 
Austin 


ROBERT S. CALVERT 
Comprrmo..er 


‘ 
fk 


¢ 
i 
Bs rag FS ers poe 


THE STATE OF TEXAS 4 


COUNTY OF TRAVIS t] 


1, Robert S. Calvert, Comptroller of Public Accounts of the State of Texas, DO HEREBY CERTIFY 


that according to the records of this office, 


WORKING AMERICANS FOR TAX REFORM, INC. 


is in good standing, having filed the required franchise tax reports and having paid the franchise tax 
computed to be due thereunder. 


1 FURTHER CERTIFY that this Certificate is being issued as provided in Article 6.07 of the Texas 


Business Corporation Act for the purpose of submitting to the Secretary of State on or before 
May 1, 1975 with A-ticles of Dissolution. 


Given under my hand and Seal 
i of my office in the City of 
Austin, this 


Sth day of September, p, 1974. 


Aflord bo Le wend 


Comptroller of Public Accounts 


JIC/30 


60-147 
(Rev. 6/74) 
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Free Copy Of 
Lesko’s Info-Power Newsletter 


Call 1-800-955-POWER 


Lesko’s Info-Power Newsletter 

This monthly newsletter shows decision makers and researchers 
how to take advantage of unusual sources of information on 
markets, companies, investments, and personal finance. Each 12- 
page issue also identifies little known databases, free experts, 
hotlines and reports available from federal, state and local 
govemments. Annual subscription is $128.00. Free sample copies 
available upon request. 


The Federal Data Base Finder 


Also available on Search and Retrieval Software 
This unique resource which identifies thousands of government data 
sources is a bestseller. This book describes free data bases which 
your computer can access, for example, news about the latest 
economic indicators, weather, or crude oil availability. Instead of 
paying as much as $100 per hour to a commercial vendor, "The 
Federal Data Base Finder" will show you how to tap into the same 
computerized files on international demographics, health markets, 
etc. Also, this directory describes hundreds of tapes that you can 
load into a large mainframe. 

The third edition costs $125.00. 


"The Federal Data Base Finder" is also available on search and 
retrieval software for IBM or compatible computers. This powerful 
package allows you to instantly access thousands of databases with 
as little as three key strokes. The software and book are available 
for $199.95. 


Government Giveaways For Entrepreneurs 
Also available on Search and Retrieval Software 
The third edition of this 640-page book reveals over 9,000 sources 
of money and free expertise that are available to entrepreneurs who 
want to start or expand their business. It identifies over 300 
federal, state and private sources of loans, grants and venture 
capital, as well as literally thousands of free sources of expertise to 
help with problems on markets, competition, and technology. The 
cost is $33.95 plus $4.00 postage and handling (only prepaid or 

credit card orders are accepted on this product). 


"Government Giveaways For Entrepreneurs” is also available on 
search and retrieval software for IBM or compatible computers. 
This powerful package allows you to instantly access thousands of 
money and information sources with as little as three key strokes. 
The software and book are available for $89.95. 


The Great American Gripe Book 

This engaging pocket guide identifies over 1,000 government 
offices you can contact to learn your rights, get back your money, 
tackle a corporate giant or win a neighbor dispute. When trouble 
strikes you don’t have to hire a lawyer at $100 an hour. Instead 
you can call a government office who will investigate your 
problem, make sure you are treated fairly under the law and they 
will even take the guilty to court. Available for $13.95 (this 
includes postage and handling). 


Government Giveaways For Entrepreneurs 
Video 

A companion to Matthew Lesko’s highly acclaimed book, 
Government Giveaways For Entrepreneurs. This is an exciting new 
video which walks you through the process of starting or expanding 
a business. As a bestselling author, Matthew Lesko, a small 
business owner himself, has appeared on such well-known 
television shows as Late Night With David Letterman, The Larry 
King Show, Good Morning America, and Donahue. Now he has 
put his talents to work creating this energetic video which profiles 
a few of the hundreds of actual of actual individuals and offices 
from the federal, state, and local governments mentioned in his 
book who are out there to help you start your own business. VHS 
only. Cost is $33.95 (this includes postage and handling). 


Lesko’s Info-Power Sourcebook 
Also available on Search and Retrieval Software 

For those who truly appreciate the power of information, this book 
with over 30,000 sources will show you where to get the most up- 
to-date information on virtually every subject imaginable, from 
business finance and modem art to extraterrestrials, surplus property 
and even iguana farming. So whether you are a consumer who 
needs to know the best woodbuming stove to buy or a business 
executive who needs to know the market potential of a product in 
Peru, this one-of-a-kind sourcebook will help you get the answers 
you need when you need them. The cost is only $38.95 (this 
includes postage and handling). 


"Lesko’s Info-Power" is also available on search and retrieval 
software for IBM or compatible computers. This powerful package 
allows you to instantly access thousands of data bases with as little 
as three key strokes. The software and book are available for 
$89.95. 


To order call or write: 
Information USA, Inc., P.O. Box E, Kensington, MD 20895 1-800-955-POWER or 301-942-6303 


<5 A (IS 3 
= 5 SST ee or) 
- a S : : 7 
bi Wey axes ee oe i ati 
Sy = me 083 ace fasas ibe eg 584 ed 


ae .. — 5, Pilea HAS tt ar eee tee ome saaitis 
 e- ee ee stead io afer oe we 
apa Ke aa ee 
Soe ooitte: hres @ fe Pe lhe 
Les spies Rarwen ab wt Fd gilt ey 
te eR 
sein Tate sguy o 


ug Tons wpe haan Sebdk $80 inde Ba 
ee wating? tai — he 


sectemuse, er penn 
R otia taxman? nas aiwivien Salk 

ein se Patse: — tay ads sO tof 
o. PAGO ike exe: SESS ar Fine 
; e yr iGhead = edger? 
Baas Orep-epsten!t ad 


lhe 


pat pine , allie, ial of) “oe ame 
are gherwns GFE wsstogy. +. shina srw. te ny oh sas miboe 
<a en poe lige MY ete gaan oF long Wnecitta 
a eet 7: <@i = wit te ipa wet 


i cs 
20-008- f fied wey 


i a matige: is 


oD 


/ : aw ie 
etal Sa opis sig < Wee § 
ee heen ie s 
4 ph ated optndelt pense’ cic huey. pitt Rr anata 
sag WE Katee (om sak bth dae: iid ; 
ee eee nite. mer Fra 
KA * farrre pa/'t SM iS ee ‘ 


ant ~ 


tare 


Toa RA weed ie sven 

. . Wha) averet tre feneee Xo aitsiave ae 

_. > Ser mog eee) atc oN tat ern Ag ; 

Cate ee ek) OO so Pune tow 144] “iq » 0) anya 

felt 330. ose Sete Wrist compu Seng, 
Miteetad itibein te Hare = Deore Fuitiad heal 

at” nie epegenis ‘a 

oe on ert ee C ay 

Pee Faia) 1 wuteeese Sat 


ity SOL? a downy oe Qeteey ; 
te Vis tl we = 
abriict adkecube 


ahd fee fart % eked wired Teese 2b aera 
— sco: (eiath, Sagat ron ke 


Fawiks ead taie iain 


i atten 
a ewe ae shladines ook! 2) eee wad etl mh 
Perdraye lieid eng atong ie 70 MEE wt serasinetns a 7 >. 
i epeeleten Je chtornud wiagron vincent |: ) toy noid 65 po! 
W al Le sok! iNest Day pity ase vl pal ” 
che @* = (fi Nee 
; : co 
Sey an + thine cea 
Sd eau uet oe Hohe tye sichtinon oa : 
Metis TET  ei'y-« oka rod eyed SID Pa he git 


A peices elitr er mee : 
M At> chee A sets the SF: fares ; } 
Ser? tal Nang oes ew, a kan 
cai SED jot topes ou Ly riaeigntt riled ge : : 

aes dynein « ‘ mtketynay 2 As fit sake re 

© Kept Cae) pa ot ot 

* (kesh lee Sat 

i 3 

wo até Seam ak Preesalend al. 

: cy ed Sey tora 
Coe 9 a pak oe ee, Te 


pn. Fe " 
a Ge a Ve 
ae ‘ 


i Sy 2sil pee Sa eens 


Ce geet oe ee 7 eat oe 1b fe ee = > - 


Do You Want To Know Ross Perot? 


Get The Facts Before Your Vote 


Don’t trust the media. You can find out what’s good, bad, ugly or generous about presidential 
candidate Perot all by yourself. There are hundreds of government documents that will tell voters 
more than they'll ever need to know about Perot’s public, private and professional life. It’s 
actually frightening what Uncle Sam will tell you about Ross Perot, or any citizen for that matter. 


Government information guru and best selling author Matthew Lesko has combed through 
mountains of government records and assembled all the revealing documents in one easy-to-use 
book so that you can make an informed decision about this candidate. This information goes to 
the bone. It’s raw. It’s not sanitized by public relations flacks or the biased media. Never before 
has so much original, unedited material been presented in a way that allows voters to make up 
their own mind about a presidential contender. 


GET-TO- KNOW-PEROT reveals... 


What was Perot's deal with General Motors when he left? 

Why did he refuse to help Congress locate missing POWs? 

Did his mother really lie about her age onlee marriage certificate? 
How did he win government contracts without a competitive bid? 

Why did Perot want to turn down $700 million to help save 30,000 jobs? 
Does Perot really own three foreign cars? 


Why did the FTC investigate Perot's company for snooping on his employees' 


credit ratings? 
Did his fortune really start with only $1,000 and a home-based business? 


Why did Perot's company threaten employees for talking about unionizing? 


+t te % + +H HH 


Who owes money to Perot and who does Perot give money to? 


MatthewLesko... 


Author of LESKO’S INFO-POWER and GOVERNMENT GIVEAWAYS FOR ENTREPRENEURS 
as well as two New York Times bestsellers: INFORMATION USA and GETTING YOURS. 
Winner of two "Best Reference Book of the Year Awards" from the American Library Association. 
Regular guest on TV talk shows including Larry King, David Letterman, 

The Today Show, Oprah Winfrey and Good Morning America. 


"The Guru of Government Giveaways"... says the Washington Post 
"The Man With His Hand On Uncle Sam’s Rolodex".....says the Book-of-the-Month Club 


Information USA, Inc. P.O. Box E, Kensington, MD 20895, 301-942-6303 


